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HE changes in the Government that were announced 
at the end of last week have created more of a stir 
than would be aroused by a mere changing of the guard— 
more of a stir, apparently, than was expected by the Prime 
Minister. Mr Hore-Belisha has resigned the War Office 
at the Prime Minister’s request and has declined to accept 
the alternative post—said to be the Board of Trade— 
offered to him. Mr Oliver Stanley goes to the War Office 
and is succeeded at the Board of Trade by Sir Andrew 
Duncan. At the same time Lord Macmillan is replaced as 
Minister of Information by Sir John Reith. 

The importation of such vigorous new blood as Sir 
Andrew Duncan and Sir John Reith would, in normal 
times, be an event of prime importance. Both at the 
Ministry of Information and at the Board of Trade new 
blood in the highest quarters is badly needed. No particular 
reason for Lord Macmillan’s appointment as Minister of 
Information was apparent at the time it was made or has 
since emerged. Of Sir John Reith’s organising qualities it 
might be said Si monumentum requiris circumaudi. He is 
a man who will carry through with energy and tenacity 
any policy that he is convinced is correct. The history of the 
B.B.C. leaves room for some doubt whether the policies on 
which he determines will always be the right ones—but it 
also justifies the public conclusion to give Sir John the 
benefit of the doubt. He has an opportunity at the Ministry 
of Information quite as great as that which he took at 
Broadcasting House years ago. Sir Andrew Duncan is 
another man who will not be deterred either by Cabinet 
colleagues or by a department which habitually prefers in- 
action to action from doing what he sees to be needed, and 
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his record at the Central Electricity Board (more, perhaps, 
than at the Iron and Steel Federation) gives grounds for 
hoping that he will be able to design and carry out policies 
of an entirely new character. 

These two appointments, however, have been over- 
shadowed by the departure of Mr Hore-Belisha. To re- 
place the War Minister after four months of war, and be- 
fore the organisation of the army for which he has been 
responsible during two years of peace has been tested, 
would, in any case, be a rather remarkable proceeding, cal- 
culated to arouse suspicions that there is something badly 
wrong. On this occasion, however, the Prime Minister has 
been at pains to emphasise that there is no difference on 
policy, and as for Mr Hore-Belisha’s competence, it is an 
open secret that Mr Chamberlain has the highest opinion 
of it. After a week of considerable public agitation, the only 
reason that has been alleged for Mr Hore-Belisha’s re- 
moval is that he has become involved in personal dis- 
agreements with some person or persons unknown. It is 
beyond question that he has enemies. He came to the War 
Office with a past that would not predispose the generals 
in his favour. He does not come from the sort of family 
from which the heads of the Army have been traditionally 
taken; his understanding of the modern arts of publicity 
(which is, after all, an indispensable part of the politician’s 
job) hardly commends him to the tongue-tied soldier. 
During his tenure of the War Office, Mr Hore-Belisha has 
not ceased offending people. His changes in the Army 
Council offended those who were removed and outraged 
the believers in precedence without, so it would appear, 
winning for him the gratitude of those who reaped the 
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benefits. The reforms that have come to be known as the 
democratisation of the army have made his name one to 
conjure with among the “ other ranks,” but they have been 
less popular with the officers. In these ways a formidable 
mass of prejudice has been piled up against Mr Hore- 
Belisha among people who ate themselves influential or 
who have high-placed friends. 

But these prejudices are surely only the obverse of Mr 
Hore-Belisha’s merits. It is not enough to count the eggs 
that Mr Hore-Belisha has broken without also tasting his 
omelette. Has he made a success of his office? This is a 
matter on which the outside observer, in war or in peace, 
finds it difficult to judge. Many people of sound judgment 
and competent knowledge have been proclaiming for 
months past that Mr Hore-Belisha has been lucky rather 
than successful. A group of junior Ministers went so far last 
year as to carry their complaints against him to the Prime 
Minister. It is hard to believe that this is all unfounded 
prejudice. But none of the complaints has been supported 
in public with any evidence, and the Prime Minister him- 
self rejected the private evidence. Moreover, the layman 
cannot believe that all the improvements in the position of 
the Army that have occurred during Mr Hore-Belisha’s 
term of office have been brought about by a tide on which 
he has merely drifted. Some of them have been his very 
deliberate doing. Many of them have required from him 
the highest measure of political courage—and political 
courage is a quality so rare that a peck of it weighs far more 
than a bushel of personal incompatibility. 

On Mr Hore-Belisha’s career at the War Office the 
public can therefore do no more than say that all it knows 
is to his credit and suspend judgment until more evidence 
is available—which may be, but is more likely not to be, 
after Tuesday’s debate in the House of Commons. But 
there are certain matters on which opinions can be ex- 
pressed at once. The first is that if, for some undisclosed 
reason, it becomes imperative, in wartime, to change the 
Secretary of State for War, this is not the right way to do 
it. All that the public has been told is that Mr Hore-Belisha 
is a very successful War Minister who sees eye to eye with 
the Prime Minister on policy. Why is it necessary for him 
to go? Who is it whose personal prejudices are more im- 
portant than efficiency and right policy? Until these ques- 
tions have been answered there will inevitably be suspicions 
that capacity to withstand intrigue is more in the War 
Cabinet than administrative capacity. 

The second matter on which an opinion can be expressed 
is that a change from Mr Hore-Belisha to Mr Oliver 
Stanley is not a change for the better. As a Minister since 
1931 Mr Stanley has been a failure in some of his posts 
and an outstanding success in none. He will be exactly the 
sort of Secretary of State that the generals want. Whether 
that is the sort of Secretary of State that the hour demands 
is another and a much more questionable matter. 

No one, of course, would question the right of the Prime 
Minister to change his team—indeed, he has been con- 
sistently urged to do so. But if changes are in the air, is 
this the only modification in the holders of the major 
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T was argued in an article in The Economist last week 
that the necessity for further heavy increases in the 
level of taxation can hardly be either evaded or even post- 
poned beyond next April’s Budget. At the present rate of 
expenditure, the total disbursements of the Exchequer in 
the next financial year will be over £2,500 millions. And 
if allowance is made both for the inevitable intensification 
of the nation’s war effort and for the all-but-inevitable rise 
in prices, next year’s expenditure seems likely to be more 
than £3,200 miliions, and will still, at that figure, be below 
its peak. Against this, the yield in a full year of the present 
rates of tax can hardly be put above £1,250 millions. And 
if there is any temptation to regard this as a large enough 
proportion, it can be dispelled by inquiring whether 
between £2,000 and £2,500 millions a year could be 
borrowed, not merely without inflation, but without infla- 
tion on a grandiose scale. 
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offices of State that is called for? Can it honestly be pre- 
tended that, with Mr Hore-Belisha’s departure, the 
Government's only defect has been remedied? He may 
have been an imperfect War Minister, but were his imper- 
fections for his office (since they related neither to his 
policy nor to his competence) any greater than those of, 
say, Sir John Simon or Mr Burgin for theirs (to select 
names only from Mr Hore-Belisha’s own Liberal-National 
Party)? Had this change formed part of a general reshuffle 
it could have been treated as part of a whole. As it is, the 
public is left to ask why this change alone was made—and 
to wonder whether, in this hour of crisis, men are selected 
for posts because they are the best men available. 

There is, in fact, a fairly general feeling that changes are 
needed both in the men who form the Government and in 
the offices they hold. The Opposition are, of course, per- 
manently of this mind. But the same opinion is very widely 
held even among those who recognise that the Government 
must be drawn from the Conservative Party and that Mr 
Chamberlain is the best leader of the Conservative Party 
and the Government who is visible on the horizon of 
practical politics. Among the men, there are too many who 
hold office merely because of electoral services rendered 
long ago and not because of any personal qualities or any 
popular support they now enjoy. And as for the structure 
of the Government, there is growing dissatisfaction 
(nowhere stronger than inside Government offices) with 
the existing curious hybrid between a peacetime Cabinet 
and a real War Cabinet. The present system ensures that 
some departments (the five whose heads sit in the War 
Cabinet) get their way while the rest are unrepresented. 

It does not ensure a balanced co-ordination. It does not 
lend itself to the forging of policies. 

It is the essence of the theory of democracy that the 
executive Government is a flexible instrument of the 
national will and purpose, deriving its strength from 
popular support and repaying the people in statesmanlike 
leadership. We have had more following than leading from 
our Government for years past. In his speech at the 
Mansion House on Tuesday, the Prime Minister admitted 
that his Government had failed to enlighten the public on 
the nature of their duty in totalitarian war and sought to 
excuse himself on the plea that he had had other things 
to attend to. Perhaps it is a measure of Mr Chamberlain’s 
failure, in spite of all his admirable qualities, to reach the 
heights of a wartime leader that he thinks other things 
more important than his duty to guide the public on the 
highroad of strategy in a people’s war. The Mansion House 
speech was charged with vigour and resolution; it con- 
tained many things that should have been said four months 
ago. It struck the necessary note in calling for sacrifices 
from the people. But the citizen is still left in some doubt 
whether the Government, seeing the necessity for painful 
sacrifices, has the strength of will to shoulder its respon- 
sibility of imposing them. The Government has lost one 
of the very few Ministers who have given proof of political 
courage. Is the remaining supply of that rare commodity 
adequate for times of war? 


Taxes 


The painful subject of the ways in which the revenue 
could be fortified was left for discussion in the present 
article. Unfortunately, the first task of any such discussion 
is to make the subject still more painful by dispelling the 
belief that the problem can be solved by any collection of 
extraordinary or exceptional taxes that do not hit the 
pockets of the ordinary man. Excess profits taxes and 
duties on luxury goods come into this category, since few 
individuals feel themselves to be personally affected by 
E.P.T. and none at all will admit, in wartime, to con- 
suming luxuries. (Luxuries, in this context, are things that 
other people waste their money on.) Taxes that fall exclu- 
sively on the rich can also be put under the same heading, 
since few are fortunate enough to be penalised by them. 

In time of war, excess profits taxes, luxury duties and 
very heavy taxation on the rich are all needed. But they 
do not solve the revenue problem. If the major battle of 
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financial policy is won by the avoidance of inflation, there 
will be very few excess profits for the E.P.T. to tax. At a 
time when wages are tending to rise rather than fall, 
increased profits can only arise if there is an increase in 
the total national income, and the largest conceivable 
increase that can occur without an all-round rise of prices 
is of the order of magnitude of £1,000 millions. When 
allowance is made for the fact that profits would only have 
a share in this increase, that the definition of “ excess ” 
profits provides a number of possibilities for abatement 
and that the rate of tax is only 60 per cent., the statement 
may be hazarded that E.P.T. cannot yield more than £100 
millions a year except as the result of an inflationary rise 
in prices. Any larger yield is not a contribution to the 
avoidaace of inflation, but the Chancellor of the E chequer’s 
share in its booty and, by the same token, a visible proof 
of the failure of financial policy in its major aspect. (The 
yield could, of course, be increased if the tax were levied 
not on increased profits only but on increased incomes of 
all kinds; the arguments brought against such a modifica- 
tion of the tax by Sir John Simon during the Budget 
debates were singularly unconvincing.) The same general 
argument applies to luxury duties. For if the war economy 
is properly managed, there will be no production or con- 
sumption of luxuries and accordingly no yield from luxury 
duties. As for the rich, it has been pointed out before in 
The Economist that the complete confiscation of all 
incomes over £2,000 a year would increase the revenue by 
only something like £60 millions a year. This, of course, 
relates to the income of the rich. It has been suggested that 
taxes should be levied on their capital also, and if this 
were successful it would, of course, enable the Exchequer 
to obtain from the rich in a year more than their whole 
income. A.capital levy may well play a part after the war, 
but to impose during the war any taxes that cannot be 
paid out of income is to impose on the financial machinery 
of the country the burden of effecting large transfers of 
capital on top of all the difficulties of war finance. 

“Fancy taxes” of these different varieties cannot thus 
be relied upon for more than a very moderate contribution. 
Some money—but, again, in all probability only a 
moderate amount—can be expected to be available from 
the profits of the various forms of trading in which the 
industrial and commodity controls are engaging. But there 
is no escaping the basic fact that, if substantially more 
money is to be raised in taxation, the burden will have to 
be laid on the ordinary unexceptional citizen. How could 
it be otherwise, since the major economic necessity of war- 
time is, by universal consent, to reduce the consumption of 
the general public? Let us therefore abandon the search 
for ingenious taxes that somebody else can be made to pay 
and ask what we ourselves can pay. 

The first resort is inevitably to the income tax. Can the 
standard rate be raised above 7s. 6d. in the £? The answer 
is that the standard rate, always deceptive, has become 
positively misleading. There is only one sort of income to 
which the standard rate sans phrase applies, and that is 
companies’ allocations to reserve. Tax is deducted from 
dividends at the standard rate, but this is only a con- 
venient first apyroximation. Dividends are merged in the 
other income of their recipients and the individual’s total 
payment of tax, if it works out at 7s. 6d. in the £ of his 
income, does so by the purest accident. To propose that 
the standard rate of income tax should be 10s. in the £ 
would be to risk a psvchological reaction approaching 
paralysis. But what would be the effect of proposing that 
a married man with two children and an earned income of 
£1.000 should find an extra 25s. a week for the tax 
collector, or that the tax now paid by a childless couple 
with an unearned income of £500 should rise by 12s. a 
week? Yet these would be the effects of a rise in the 
Standard rate from 7s. 6d. to 10s. in the £. The complete 
abol'tion of the standard rate and the substitution of a 
Progressive scale of rates would add very little to the 
administrative cost of collecting the tax and would have 
the ereat psychological advantage that income tax would 
no longer be, as at present, much more oppressive in 
sound and appearance than in fact. The Chancellor would 
be well advised to explore this possibility. 

It must, of course, be recognised that any increase in the 
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burden of income tax must fall with disproportionate 
severity on the middle incomes, if only because there is so 
little of the large incomes left to tax. But there is no parti- 
cular injustice in this. The British tax system has always 
favoured the middle classes more than either the poor or 
the rich. The Colwyn Committee estimated in 1925-26 
that taxes of all kinds took only 6.2 per cent. of the income 
of a family man with £500 a year, compared with 11.6 
per cent. for the family man with £150 a year and 15.2 per 
cent. for the family man with £2,000 a year. In any case, 
apart from considerations of equity, the middle incomes 
are the only source from which a large increase in the 
yield of direct taxation can be expected. 

It is the more necessary to dwell on the contributions 
that the rich and the middle incomes can make because 
current discussions of the matter concentrate almost wholly 
on the sacrifices that will have to be made by the wage- 
earners. Such sacrifices will unquestionably have to be 
imposed—by the hook of taxation or the crook of in- 
flation—but it is essential that they should be seen to 
form part of an equitable whole. Perhaps the ideal way of 
raising revenue from the workers would be by means of 
a direct tax on wages such as Mr Keynes has suggested 
(for that is what his scheme amounts to while the war is in 
progress). This would permit some simple element of 
graduation and make it possible to allow for the differing 
family responsibilities of individual wage-earners. If any 
such tax proved to be either politically or administratively 
impracticable, the only remaining resource would be some- 
thing of the nature of a universal excise, with all the 
notorious regressive character of such taxes. 

None of these are definite and precise proposals for 
increased taxation. They are indications of the sort of addi- 
tional taxation that will be needed if we are to make a 
serious effort to increase tax revenue by several hundred 
millions a year. Even drastic measures of this kind will 
not revolutionise the national accounts. An increase in 
income tax equivalent to a standard rate of 10s. in the 
£ plus still further increases on the middle incomes plus 
taxation on the wage-earners which took away, on the 
average, a shilling in the £ of their incomes, would hardly 
raise the revenue to more than £1,500 millions, and opti- 
mistic estimates of the yield of E.P.T. and of the profits 
of Government trading might bring the figure to £1,750 
millions. That would still leave a minimum of £1,500 
millions a year to be borrowed. The gross savings of the 
public, at the present rate of taxation, and including all 
expenditure on the maintenance and renewal of existing 
capital, are barely half this amount. Can we safely leave 
so large a sum to be borrowed? 

There is a serious risk, in discussions of this nature, of 
becoming bemused by astronomical figures and losing sight 
of the main issue. In the particular problem that faces us 
the main issue can be clearly stated. By one means or 
another the State is going to lay its hands on half, or more, 
of the resources of goods and labour annually available to 
the British public. It will do this by taxation, by borrow- 
ing the savings of the people or by driving up prices 
through inflationary methods. The choice of method or the 
precise degree in which the three methods are combined 
will make no difference to the volume of goods and labour 
absorbed by the Government or to the dimensions of the 
public’s sacrifice. The only thing that financial policy can 
do is to distribute the burden equitably and limit the social 
disturbance that its imposition involves. There is almost 
universal agreement that equity is at a minimum and dis- 
turbance at a maximum if the inflationary method is 
chosen. The course of wisdom for the public to pursue in 
wartime is, therefore, to pay as much of its income as it 
conceivably can in taxes, to save as much of the remainder 
as it can contrive and to make as little as possible of its 
necessary sacrifice by the route of rising prices. The pur- 
pose of this article has been to suggest means by which the 
weapon of taxation could be pushed nearer to the limit of 
human endurance than it is to-day. The next stage of the 
discussion, for which an opportunity will be found in The 
Economist within the next few weeks, will be to inquire 
how the volume of genuine savings can be increased. It will 
then be possible to move further to the final stage and to 
attempt to lend some precision both to the bogy of 
ination and to the means of controlling it. 
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Russian Oil 


HE fashion of representing Russia as a vast and 
awesome enigma is not new. Neither is its per- 
sistence difficult to understand. Anyone who wishes to 
exploit Russia’s influence in world affairs, whether he is 
himself a Russian or not, has a weapon ready to his hand 
whose power is only limited by the fertility of his own 
imagination and the credulity of those whom he wishes to 
impress. It is a historical truism that the great and terrible 
things which Russia might have done have had more 
influence on the course of international politics and 
strategy than her direct and material contribution. The 
shadow of the steam-roller has had more influence than 
its substance. 

The exploitation of the Muscovite mystery proceeds 
unabated to-day. The proper way to counteract it is 
certainly not to contend that the U.S.S.R. can have no 
positive effect at all on international events. Such a con- 
tention would ignore the facts of geography, of natural 
resources and of actual Soviet achievement in the 
economic sphere. The proper course is rather to attempt 
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to assess the exact nature of the pressure which the 
Russians may be able to exert and the degree of like- 
lihood of their exerting it. What can Russia do? Obviously 
a complete answer cannot even be attempted here. But 
the key issue for immediate examination is fairly easily 
settled. There is no single point in Germany’s war 
organisation at which she is more vulnerable than in oil 
supplies; and there is no single point at which the Soviets 
can be of more use to Germany if they have the will. 

The statistical outline of this critical question is reason- 
ably clear. Germany’s petroleum production is about half 
a million tons annually, while her peacetime consumption 
is something like twelve times that amount. The Galician 
oilfields, whose production is likewise in the neighbour- 
hood of. half a million tons, went to Russia under the 
Soviet-German frontier agreement of September 28, 1939. 
All other considerable sources except Roumania and Russia 
herself either are in the hands of the Allies or the ship- 
ment of their products to Germany can be prevented by 
the Allies. 

The Soviet Union possesses known oil deposits to the 
amount of about 6,370 million tons, or more than half the 
known world reserves. But the accompanying table, which 
gives the figures for several of the world’s main producers, 


shows that the Soviet Union accounted for only about 
11 per cent. of world production in 1938. The table also 


ANNUAL PETROLEUM PRODUCTION IN THOUSANDS OF TONS 


Country 1913 1921 1929 1932 1935 1938 
U.S.A. ... 34,030 64,716 138,104 107,645 134,880 173,000* 
U.S.S.R. 9,234... 13,809 22,318 29,199f 30,300 
Venezuela... 218 20,402 17,085 21,990  27,000* 
Roumania 1,848 1,168 4,837 7 8,385 7,200* 
Iran ...... 248 2,223 5,549 6,549 7,607  10,200* 
Mexico 3,838 28,978 6,700 4,842 5,871 6,600* 

t 1936. * 1937. 


shows the rapid increase in Soviet production in recent 
years, which would suggest that a considerable advance in 
the future is still possible. But the relevant question is— 
how quickly can Russia expand her production to a suffi- 
ciently high level to enable her to give effective aid to 
Germany? The first step to the answering of this question 
is a survey of the fields now in production. 

Seventy-five per cent. of the Soviet oil production comes 
from Baku. Before the last war the oil of the Baku region 
was developed largely by British capital and British 
engineers. Two pipelines connect Baku with the Black Sea 
port of Batum, thus making possible the transfer of Baku 
oil to the sea without the use of railways. The second 
largest Soviet oil source is Grozny, also in the Caucasus. 

The capacities and possibilities of these two fields are 
well known abroad. Not so, however, in the case of the 
so-called “second Baku” region between the Volga river 
and the Urals. Whereas Baku boasts only about 29 per 
cent. of the deposits of the Soviet Union, the “ second 
Baku” has about 32 per cent. and is the most extensive 
and richest known source in the country. This deposit 
was never exploited or even properly prospected until 
after the war. The first systematic survey was made in 
1928 and the first modern well drilled in 1929. Since then, 
work has gone on steadily. By 1934 production had 
reached 50,000 tons during the year, and surveys are still 
finding more and more deposits. 

The largest field in the “second Baku” district is 
Ishimbaevo. Further north in the Perm district four new 
fields have been found, Chusovsky, Krasnokamsk, Sever- 
okamsk and Polazno. In many other neighbouring regions 
fields have been found and are being worked. Th~ pipe- 
line position is still poor. The line from Ishimbaevo is com- 
pleted and in operation. But a dozen other important lines 
are still under construction or projected. 

The “ second Baku” region is right in the middle of the 
biggest country in the world. Moreover, it is near the big 
agricultural districts of central and southern Russia and 
the Ukraine, the largest petroleum-consuming sections of 
the country. The planned production for this field in 1942 
is seven million tons. Whether or not extensive technical 
help is obtained from Germany or elsewhere, the 
region will become more and more important as time goes 
on and may well become one of the world’s most pro- 
ductive fields. The oil is very rich, containing up to 30 per 
cent. benzine against 5-6 per cent. in the Baku and 10 per 
cent. in the Grozny fields. It contains a good deal of 
sulphur, which increases the difficulties of distillation, but 
this can be separated and produced as a by-product. 

This completes a rough description of the main known 
sources of Soviet oil, to which perhaps should be added 
the Emba field at the north-eastern corner of the Caspian. 
It may be added that as recently as October 12, 1939, a 
special commissariat for oil industries was organised and 
put under the direction of L. M. Kaganovich, Russia’s 
No. 1 organiser. The Kremlin is alive to the vital import- 
ance of oil in the Soviet economy, and is making unusual 
efforts to bring oil production up as quickly as possible. 
It seems clear that, all other things being equal, Soviet oil 
production will increase steadily for many years. 

For the moment, however, we are specifically interested 
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in the amount of oil which Russia can ship to Germany 
during the next three or four years. In 1938 Russia ex- 
ported some 1,200,000 tons of oil petroleum products. 
Obviously the Russians could send all their normal export 
to Gerinany without disrupting their own internal economy 
provided it could be transported and paid for. But it would 
still fall far short of satisfying Germany’s needs. What, 
then, can be achieved by a deliberate attempt to expand 
Russia’s exports regardless of Russian domestic needs? In 
1931, when Russia was straining every muscle to build 
heavy industry and exporting everything that could pos- 
sibly be spared in order to buy machinery abroad, 5,224,302 
tons were exported; and this was at a time when produc- 
tion was only 20 million tons, or two-thirds what it is now. 
Now, with a production of 30 million tons, it would 
appear possible that some seven million tons could be 
sent to Germany, if the Russians really wanted to do it. 

There are, however, numerous factors which indicate 
that the Soviets will not export anywhere near as much oil 
as they did in 1931. In the first place, the Soviet Union has 
to-day only about 48 per cent. of the horses which she 
had in 1916. In the meantime she has acquired a fleet of 
half a million tractors. To-day tractors and tractor fuel 
are not luxuries in Soviet agriculture—they are necessities. 

In the second place it is perfectly certain that the effort 
of the early ’thirties cannot be repeated. It involved tre- 
mendous suffering for the people, and serious political 
difficulties. The chance was taken, and the price was paid at 
that time, because it was felt by the directors of the Soviet 
economy that the speedy development of Soviet heavy in- 
dustry was absolutely vital to the country, and was worth 
almost any price. There is, however, as yet no indication 
that Stalin feels that the welfare of the war-harassed Ger- 
many of to-day is a matter of life and death to the Soviet 
Union. Moreover, and most important, Russia needs oil in 
great quantities for her own war in the North. In these 
circumstances, it seems unlikely that Russia will strain 
herself to send to Germany large quantities of oil or any- 
thing else which she needs badly herself. 

Finally, there is the transport problem—the inade- 


The Pattern 


HAT happens in wartime to peacetime appointed 
Royal Commissions of inquiry is an interesting 
anthropological speculation. For the most part it is inevit- 
able that Parliament’s intelligencers should either close 
their investigations when war comes or else stay suspended 
in wait for calmer times. The conditions of war are not 
apt for the proposal and execution of social and economic 
changes. They furnish few data for enduring reforms. Even 
so, it is doubtful whether the Royal Commission on the 
Geographical Distribution of the Industrial Population, set 
up in July, 1937, should be permitted to cease work 
entirely because peace has gone. 

This body held pride of place among the Commissions 
of recent years. Its job was to consider the social, economic 
or strategical disadvantages arising from the concentration 
of industries or of the industrial population in large towns 
or in particular areas. Its aim was to report what remedial 
measures, if any, should be taken in the national interest. 
Long before peace ended, the Commission found itself 
bogged in the controversy between those pundits who 
called for State interference in the location of industry to 
abate the serious social disadvantages and heavy costs of 
Overgrown cities and those who claimed that the continued 
expansion of the nation’s wealth depended upon the free- 
dom of the individual industrialist to site his works where 
he expected to operate most profitably. 

Yet, even though the problem of policy still seemed 
obdurate after two years’ investigations, the real character 
of the situation under review had become crystal clear. All 
the evidence put before the Commission and all the con- 
clusions come to by independent economic inquiries pointed 
to the fact that the problem in hand was a problem of 
industries and not of places. Briefly the position was that, 
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quacy of railways and rolling stock (see The Economist, 
September 2nd). Great as this is, it is easily possible to 
exaggerate it. The gauge of two Polish railways has already 
been widened for the use of Russian rolling stock. They 
are the Kiev-Lvov and Minsk-Baranovichi lines, running 
right across Western Ukraine and Western White Russia 
respectively. Russian tank cars have now a free run to 
Libau, or Port Tallinn, from which comparatively easy 
transhipments could be made to Stettin or Danzig. Besides 
this there is the possibility of shipment by water from 
Tuapse or Batum and through the Dnieper basin. 

Even so, the problem is formidable. The Russian end 
of the Baltic is frozen for part of the year, and the Russian 
oilfields are vast distances from the Baltic ports. The water 
route via the Danube from the Black Sea can readily be 
cut by any unfriendly Power, and the difficulties arising 
from the different sizes of the vessels that can navigate 
the lower and middle sections of the Danube are great. 
Russia’s transport system is inadequate and inefficient. 
Such as it is, it is designed for domestic uses, and no 
more fitted for a large export traffic than, by the Finnish 
experience, it is suited to serve an external war. There are 
not enough trucks or tank wagons to supply Germany’s 
needs, and, even if the Reich could spare some of her 
scarce rolling stock, it would be useless because of differ- 
ences in gauge. 

There is much oil in Russia that could in theory be ex- 
ported to Germany—perhaps two million tons a year. But 
the export of between five and ten million tons of oil from 
a country where petrol has been rationed in the capital 
for years, and which is now at war, is very unlikely. 
Germany could perhaps go on fighting on five million 
tons a year, but she certainly could not win the war with 
an annual consumption of less than 10 million tons. The 
Soviets could probably keep Germany supplied with oil 
for an indefinite period in sufficient quantities so long 
as the war is not waged full scale. But Russia can give 
no militarily decisive aid in oil to the Reich without at 
least ten years of intensive effort deliberately directed to 
this single end. 


of Industry 


while abnormal unemployment, distress and poverty 
lingered in areas like Durham and South Wales, whose 
working population was slowly and raggedly drifting away 
to more prosperous places, London, the South and the 
Midlands were gaining steadily in industries and popula- 
tion, not always by any means to the advantage of com- 
fortable and economical living there. The outline of the 
reasons for this shift in the geographical distribution of 
work and workers was simple. It was due to a change in 
the pattern of British industry: to the relative decline of 
heavy productive industries situated near coalfields and 
ports and working for export; and to the parallel expan- 
sion of light industrial production mainly for the home 
market and of a host of service and transport trades 
ministering to the higher standard of living of the swelling 
urban clusters close to which they were situated. (The pro- 
cess of change was described statistically in an article in 
The Economist, January 6th, page 20.) It was not, on 
balance, a situation of national disadvantage. True, its 
chief symptom was the persistence of an unemployment 
total of between 1 and 2 millions chiefly centred in the 
areas of declining trades. But its context after 1932 was 
an unprecedented rise in national income, total employ- 
ment and the standard of living. 

In general, then, the so-called location of industry 
problem was simply the problem of redistributing the 
country’s resources between declining export industries 
(like coal and cotton) and expanding consumption trades. 
It was a problem of transition rendered acute by the 
sufferings of the distressed areas and by the congestion of 
life and work in the great urban markets of the South 
and Midlands. It was a transition made possible by the 
availability of power at almost any site desired—in 
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contrast to the older dependence of industry upon coal and 
the cualfields; by the fiscal protection of the home market 
for consumption goods; by the closing of traditional 
markets for British products overseas; and by the intro- 
duction of processes and techniques permitting the em- 
ployment of men, women and young people without any 
long training or tradition of skill. Its ill-effects were no 
symptom of industrial decline but rather a sign of insuffi- 
cient adaptability to industrial progress. 

There are, of course, a good many people who would 
scarcely accept this diagnosis iz toto. Some would question 
the inevitability of the falling away in British exports, 
throwing doubts upon the efficiency and enterprise of the 
staple export industries themselves and challenging, in 
particular, the possibility of any lasting peace or pros- 
perity in a world given over increasingly by national 
policies to the strangulation of international trade and the 
selfish national cultivation of national markets. And there 
is not the least doubt that a central plank in the platform 
of peace after this war will be the abatement of ingrowing 
economic policies. 

Others, again, would strongly question the desirability 
of the process of change even in its more prosperous 
phases. ‘These would claim that not all the domestic wealth 
represented by the new light industries of the South and 
Midlands, not all the clear material increases made in 
recent decades in standards of life, can outweigh the 
heavy cost, in material as well as spiritual and zsthetic 
terms, of maintaining sprawling, chaotic and inconvenient 
conurbations. A few carry their protest to the limit and 
doubt even whether the industrialists who swarm into the 
crowded market areas of London, Birmingham and the 
South-East know their own best economic interests. It is 
even argued that it is caprice and fashion far more than 
true balance-sheet reasons which have inspired the latest 
re-shaping of British industry. As Mr S. R. Dennison 
points out in a recent book on the location of industry* (a 
sober and able analysis which is characteristic of the 
modern Manchester school of economic sceptics from which 
Mr Dennison comes), these critics have never explained 
how these capricious industrialists, if they have really 
ignored sound principles of profit and loss in locating their 
businesses, have managed to keep in business. 

These are not dead issues. The trend in industrial change 
which gave rise to them was vastly accelerated by the last 
war, which, by over-inflating the heavy industries while it 
was on, by damming up the development of non-essential 
consumption and service trades, and by paying no atten- 
tion to the cultivation of export markets, led to an 
avalanche of painful adjustment when it ended. The possi- 
bility that the same will happen again, that the problem 
which inspired the setting up of the Royal Commission 
will return in an acuter form than ever when this war is 
over, is not the smallest reason for asking that the Commis- 
sion should maintain at least a watching brief while the 
war is still being waged. 

It is far from the only reason. On one count the terms 
of reference of the Commission had this war specifically in 
mind. The investigators were asked to consider the 
strategical disadvantages of the distribution of industries 
and population, and they now have the chance to list these 
by actual observation. In two ways the necessary data will 
be disclosed. Already, as a part of civil defence, firms and 
businesses have evacuated from crowded danger areas, and, 
although there has not been here the large-scale re-siting 
of essential occupations that has been evident in vulnerable 
Western Germany, the extent of industrial and commercial 
decentralisation now, and later when actual air raids 
furnish test conditions, will point the strategic implications 
of the present geographical distribution of industry. More 
than that, the extent to which migrant firms in wartime 
prove able to carry on their daily business in new places of 
work will give some rough-and-ready evidence of the feasi- 
bility of remaking the industrial map to mitigate undue 
concentration. Evacuation is not true decentralisation. It 
is improvised and deliberately temporary. But, even so, 
there will be guiding principles to be observed by watchful 
and expert observers. 


& & The Location of Industry and the Depressed Areas.” By 
S. R. Dennison. Oxford. 216 pages. 10s. 
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Thus two good grounds stand out for the continuance in 
being of the Royal Commission: the probability that the 
war itself will intensify the problems of industrial location 
for the peace that follows; and the certainty that the 
strategic wisdom of present industrial location will be well 
tested. A third ground stems from the first. Willy nilly, the 
war years will see the State quite deliberately interfering 
to change the industrial pattern. The trend that has ex- 
panded consumption and service trades and contracted 
coal-mining, shipbuilding and textiles will be put in 
reverse. The unemployment figures for the first months of 
war show this process already working. It is a misreading 
of events simply to say that total unemployment has re- 
mained well above a million and a quarter since the war 
started. The figures hide the first stages of a great change- 
over. At least half a million of the recorded idle are pass- 
ing from one job to another. Increasingly they are passing 
from the expanding trades of peacetime to the trades 
which, on balance in the last two decades, have declined 
in relative numerical importance. 

The change-over is not, of course, precisely opposite to 
the transition which was so painful in the peace decades. 
Motor vehicles, aircraft and the electrical trades are war 
industries as well as prosperous and expanding peacetime 
industries. Many branches of engineering gained appre- 
ciably in the great recovery years after 1932 and are now 
in the front line on the home front. Steelmaking reached a 
record level of output considerably before the war began— 
though here, as in the engineering trades, the shadow of 
this war in the shape of re-armament stimulated the 
advance in peacetime. 

Nevertheless, the plain fact that when war, the “ great 
consumer,” takes charge, the civilian consumption trades 
whose growth set the chief mark on industrial change in 
the decades before the war must be more and more cut 
down is vitally important. So, too, is the fact that, in war, 
the heavy export trades have a dual reason to replace their 
peacetime languishing with widening activity. Directly and 
indirectly, they are munitions industries: they make the 
goods of war, and they turn out the wherewithal to be sent 
overseas to pay for essential imports of raw materials and 
foodstuffs. It has been estimated (in the December 
Economic fournal) that the industrial group of metal trades 
will need to expand its employment of men and women 
by 1,630,000 to expand output and replace recruits for the 
Forces—a growth of 57 per cent.; and that hotels, enter- 
tainments, food, drink and tobacco, textiles and clothing, 
local government, paper and printing, building and mis- 
cellaneous industries will need to cut down their personnel 
by nearly 2,300,000—a cut of over 25 per cent. 

Changes of this magnitude cannot but influence the dis- 
tribution of industries and population markedly. It is true 
that the greatest percentage rise in employment in the war 
(apart from the expansion of the Forces to 3,800,000) is 
forecast in the Economic Journal for Government services 
—151 per cent., or about three-quarters of a million. And 
Government service is normally centred in the congested 
and crowded urban areas. Even so, official evacuation is 
thinning out Government servants all over the country, 
and the net effect of this particular expansion may well 
diverge from the trend of recent years. 

Thus the Royal Commission, if it keeps alive, will have 
an invaluable laboratory of events to pick out the problems 
it was set to examine. When the issues of peacetime tran- 
sition return with redoubled significance, redoubled be- 
cause of the different directions taken by industrial loca- 
tion under the pressure of war, it will be well equipped 
to take a leading part in the Herculean labour of recon- 
struction. More immediately important, while the war is 
actually in progress, the Commission might serve as an 
invaluable aide in the vast process of redistribution and 
transfer—a process for which no clear plan or guidance 
seems to be discernible yet in Government policy. With 
the Board of Trade and the Ministry of Labour, with the 
Ministry of Supply and the trade unions, it might perform 
a most valuable advisory war service. Above all, perhaps, 
in the long view, they may learn that any appreciable 
departure from the last two decades’ trends of industrial 
change is synonymous with the cutting down of the 
standard of living. 
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NOTES OF 


Guarantees for the South-East.—Even if there 
had been no diplomatic significance in Count Csaky’s visit 
to Italy, it is quite certain that the Fascist propaganda 
machine would have done the visitor proud on the strength 
of his position. In the circumstances, with a real point to 
the visit in the conclusion with Count Ciano of an agree- 
ment concerning Hungary’s territorial claims on Roumania, 
the machine has done him very well indeed. Unkind people 
would say that it had done him far too well. Italy’s pre- 
tensions to “ lead the Balkans ” have little foundation in 
fact, for the sufficient reason that the decisive factors in 
South-Eastern Europe are now German and Russian. 
Italian policy can never aim at achieving much more than 
a policy of balance, and in this way runs nearly parallel 
with British and, since Munich, with French policy. All 
three have an interest in “neutralising” the Balkans. 
All three have as much to fear from Germany as from 
Russia, though with Italy’s connections it is only natural 
that her spokesmen should prefer to forget this incon- 
venient fact. Whether or not the Russians attack 
Bessarabia, the German danger remains acute; and 
although it is a move in the right direction that Italy 
should persuade Hungary to postpone her claims on Rou- 
mania until the Soviet Union shows less interest in Bess- 
arabia, it is equally important that Hungary should resist 
the temptation to play Germany’s game. For the moment 
it seems that the Ciano-Csaky agreement—if their con- 
versation went far enough into concrete terms to be 
called an agreement—dealt with no more than the 
Russian threat. The Italian Government will natur- 
ally be anxious to publicise as far as possible its willing- 
ness to help in the resistance to Russian aggression— 
although it is less easy to understand how that help 
could be sent to Hungary without a violation of Jugo- 
slavia, since the last thing that the Jugoslavs are likely to 
consent to is the passage of Italian troops across their 
frontier. A well-phrased speech from King Carol, declaring 
Roumania’s readiness to defend Bessarabia at all costs, has 
added useful fuel to the blaze of publicity, as well as 
warning Stalin that his prestige cannot afford many more 
weeks of failure in Finland. It would be ungracious to 
belittle the Italian Government’s efforts at conserving 
peace in the Balkans; but the really important step, the 
securing of Hungary against German pressure and the 
danger to Roumania that would follow that pressure, has 
not been taken. The British and French contribution to 
Balkan peace is to guarantee Roumania and Greece against 
aggression—from the east as well as from the west. It 
remains to be seen whether the Italians will after all be 
willing to follow us in this two-sided guarantee. 


* * * 


Storm Signals in the North.—When the Red Army 
invaded Finland it seemed that they must either crush 
the Finns within a few weeks or provoke an extension of 
the war to other Northern countries. After six weeks they 
have not crushed the Finns; and it must now be questioned 
whether the time is not approaching when the alternative 
will come into play. In itself the diplomatic situation is 
simple enough, and rests solely on the intentions of Ger- 
man policy; but the fundamentals are now being lost to 
sight beneath a mass of complicating factors. Help is going 
to the Finns in growing quantities and from a widening 
circle of countries, among whom Italy is now definitely 
included. German propaganda is doing its best to obscure 
the issue still further by representing Anglo-French help 
as a mask for some deep-laid plan to involve Sweden in 
war with Germany; and in the Scandinavian countries 
themselves there seems to be some confusion of thought 
in explaining the danger against which their Governments 
are so hastily preparing. But, broadly speaking, there 
appear to be two ways in which the continued resistance 
of the Finns may lead to an enlargement of the war. If it 
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THE WEEK 


is true that the German Government has concerted with 
the Soviets 2 plan for dividing up Scandinavia, then we 
may expect to see high pressure applied to Sweden in 
direct ratio to the success of the Red Army in Finland. 
When that pressure became unbearable the Swedes would 
have to decide whether to defer or to fight; if they decided 
to fight, as there is every evidence that they would, then 
they would presumably make an immediate call for help 
to the Western Powers. 


* * * 


The second way in which Sweden might be involved in 
the war would be through the outbreak of open hostilities 
between the U.S.S.R. and the Western Powers. In spite of 
an exhibition of frigid dislike by either side, the tempera- 
ture of which is likely to be still further lowered by the 
forthcoming British publication of the documents in the 
Anglo-Russian negotiations, there seems no prospect of a 
final rupture in relations; but if that did come, as certain 
French circles (perhaps actuated by domestic considera- 
tions) seem willing to contemplate in suggesting the land- 
ing of men and material on the Arctic Coast, then Ger- 
many would be provided with a first-class excuse for 
taking “ precautionary measures” against Sweden. These 
considerations must be in the minds of every European 
Government. By another brilliant victory this week the 
Finns have shown that the end of the war in Finland is not 
yet in sight; and on the other side there seems little pros- 
pect of a Russian retreat, while reports of German media- 
tory efforts may be dismissed as without real foundation. 
It may be taken for granted that outside help will continue 
to go to Finland; and the issue then depends, as has been 
pointed out, on the German Government’s intentions. 
While their iron ore supply remains intact—and the Allies 
have no opportunity of cutting the Baltic line of com- 
munication—it is difficult to see on what grounds the 
Germans would attack Sweden; but the unwisdom of 
counting on a reasoned decision from the Nazi leaders 
needs no further advertisement after the events of the past 
few years; and, from the scale of Swedish and Norwegian 
preparations, it is clear that none is needed in Scandinavia. 
The course of German propaganda, threatening at one 
moment and blaming the British and French at the next, 
may or may not prelude military action; it does call, how- 
ever, for the exercise of especial caution on the part of the 
Western Powers in fending off the suggestion that in help- 
ing Finland against Russia they,are seeking only to help 
themselves against Germany. 


* * * 


Mr Churchill on Rationing.—In a debate in the 
House of Commons on food rationing, Mr Winston 
Churchill said, “I feel that what has happened is that 
there has been increasing pressure in the newspapers, from 
the people of the country, and that pressure finally operates 
on particular members of the Government, who in turn 
succeed in asserting and carrying their policy over the 
others. . . . It has been a question of driving bit by bit, 
inch by inch, driving the Government along the path which 
necessity in the end has forced them to enter upon. Just 
let me refer once more to the question of conscription. . . . 
It was always a question of driving the Government bit 
by bit to suspend the easy flow of private and voluntary 
action. And so it has been in all these other measures in 
regard to the regulation of shipping. No doubt in the end 
everything that is asked for, or nearly everything that is 
thought to be too extreme for adoption now, will be forced 
upon us by the cruel circumstances into which we shall 
gradually descend during the hard months that are before 
us. But what I fear is that these expedients will be put off 
as long as possible by the Government. . . . They will be 
put off as long as possible until, when they are adopted, 
much of the usefulness which could be derived from them 








52 THE ECONOMIST 






is gone. In war what is the obvious is nearly always obso- 
lete. . . . I believe that ration tickets for everything that 
matters will be served out to every one of us. I believe that 
prices will have to be fixed so as to secure to the poorest 
people in this country . . . the power of buying a certain 
modicum of food sufficient to keep up physical war-making 
efficiency. . .. We shall have a great organisation for 
producing the munitions of life, just as we have a great 
organisation for producing, so wonderfully, the munitions 
of death. All this will come. . . . But why not do these 
things now? Why not do them now while there is time? 
No one is stopping the Government except themselves.” 
The date of the debate was November 16, 1916. 


* * * 


Requisitioning of Merchant Ships.—Owing to the 
introduction of the convoy system, delays in ports, re- 
routing, etc., the effective carrying capacity of merchant 
vessels has been substantially reduced—probably by as 
much as 25 per cent. on the average. Many vessels have 
been withdrawn from normal trade by the Defence De- 
partments for the transport of troops, their equipment and 
stores, and munitions, and as the experience of the Great 
War has shown, central control of shipping is essential 
in war if the available carrying capacity is to be utilised 
to the best advantage. In the Great War events eventually 
forced the Government to requisition the merchant fleet, 
though requisitioning did not become general until early 
in 1917. At that time 37.7 per cent. of the 1,953 liners, 
64.9 per cent. of the 1,425 tramps and 54 per cent. of the 
202 oilers were already fully requisitioned. Profiting from 
the experience of the Great War, action was taken early 
last December to requisition tramps for full cargoes of 
cereals imported by the Ministry of Food on the North 
Atlantic route; the policy of requisitioning tramps has 
since been gradually extended and is now applied to the 
shipment of full cargoes of cereals, oilseeds and sugar, 
as well as to the import of iron ore and certain other 
essential metal cargoes. More than one-quarter of the deep- 
sea tramps are now probably fully requisitioned and it is 
reported that this policy will be gradually extended to 
all ocean-going tramps. Moreover, Sir John Gilmour, 
Minister of Shipping, announced on January 4th that all 
vessels on the United Kingdom and Colonial registers 
engaged in deep-sea liner trades would be requisitioned 
on February ist. Central control, in fact, is being intro- 
duced as rapidly as possible. Sir John Gilmour has wisely 
chosen to allow the shipping companies to continue man- 
aging and operating their ships as though they were carry- 
ing on their own business, subject only to compliance with 
official instructions concerning the cargoes to be trans- 
ported and the routing programmes to be adopted. This 
will enable the companies to maintain their organisations 
at home and abroad. As recent letters to the Press show, 
certain sections of the shipping industry are up in arms 
against general requisitioning. The real cause of this oppo- 
sition, it can safely be surmised, is not so much the policy 
of requisitioning as such as the fear that it will be coupled 
with a strict limitation of profits. The rates of hire have 
not yet been fixed, and the shipping companies, not un- 
naturally, are using all their bargaining counters to the 
best of their ability. 


* * * 


The Struggle at Sea.— Terror,” wrote Adolf 
Hitler in Mein Kampf, “will always prove successful.” 
Faith in this view is the only consideration that can explain 
the vicious courses adopted by the Germans in the war at 
sea. The ruthless and indiscriminate use of undisclosed 
sowings of magnetic mines is by now their established 
practice. It has done more damage to neutrals than to the 
Allies, and after the first shock its efficacy has waned. Only 
five ships, two British and three neutral, totalling 11,143 
tons gross, were sunk last week; and, in spite of the loss 
of the 10,000-ton Dunbar Castle (which was actually pro- 
ceeding in convoy when mined) and the 8,000-ton tanker 
British Liberty this week, it is clear that any German 
hopes of being able to cripple British trade by the use of 
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mines have proved ill-founded. The Allies’ defences against 
attacks at sea, by submarine as well as by mine, have 
proved strikingly sound. Since the war began 5,911 British, 
Allied and neutral vessels have been convoyed, and of 
these only 12, or 0.2 per cent., have been lost. This is a 
considerably better performance than in the first four 
months of the convoy system when it was belatedly intro- 
duced in 1917. It is almost certainly the reason why the 
Germans have opened a new phase of “terror” by the 
bombing and machine-gunning of merchantmen, trawlers, 
fishing smacks and even lightships, almost all quite de- ~ 
fenceless and almost all much too small for their damage 
or destruction to represent any useful achievement. It can 
safely be said that, in this instance at least, “terror” will 
not prove successful. In most cases the attacks have had 
little effect, though some ships and lives have been lost. 
The dangers of their trade are increased for seamen and 
fishermen by this sort of futile violence, but it will not help 
the Germans to win the war. Indeed, it might even be 
taken as a sign that they are losing it. 


* * * 


More Neutral Protests.—A great deal of ingenuity 
must have been expended in Washington on the prepara- 
tion of the December batch of protests over British contra- 
band control. A Note of December 14th establishes British 
responsibility for any damage done to United States ships 
which, under compulsion from contraband officials, enter 
the war zone in order to be searched. The Note of Decem- 
ber 22nd raises a whole crop of legal problems, but interest 
has centred round the question of the censorship of mails. 
The Americans claim (under Article I, Chapter 1, of the 
Eleventh Hague Convention) that “ the postal correspond- 
ence of neutrals or belligerents, whatever its official or 
private character may be, found on the high seas on board 
a neutral or enemy ship is inviolable.” Thus, they conclude, 
when United States ships are examined their mails must 
not be touched. The British counter-claim under Article II 
of the same chapter, which lays it down that “the in- 
violability of postal correspondence does not exempt a 
neutral ship from the laws and customs of maritime war 
as to neutral ships in general.” Now there is no question 
as to the character of remittances of money to the enemy. 
Such remittances are genuine and obvious contraband; 
therefore until either the United States or Britain evolve 
a way of detecting cheques, money orders, etc., without 
tampering with the correspondence in which they are trans- 
mitted, the legal issue must end in deadlock. The release 
of the Manhattan from Gibraltar before the British 
authorities had completed their search is a tangible proof 
of Britain’s readiness to go to great lengths to meet 
America’s protests, but good will must be reciprocal. We 
have heard of no neutral protest to Germany on the sink- 
ing without warning of cargo ships carrying mails, 
although the loss is palpably greater than that inflicted by 
a few days’ delay. Britain is, after all, engaged in a war 
to ensure that the world shall not become (in the words of 
President Roosevelt) “a shabby place to live in—even for 
Americans to live in”; and, since contraband control is 
one of her most potent weapons, she may feel entitled to 
a greater understanding of the reasons for her action and 
rather less quibbling about the inconvenience (for it is no 
more) which such action must inevitably cause. 


* * * 


Command in the Air.—Forecasts that command of 
the British Air Forces in France was to be given over to 
the Army have not been borne out by the partial re- 
organisation announced this week. Since war began the 
various sections of the Royal Air Force—the Fighter and 
Coastal Commands at home, the Bomber Command 
mainly at home but partly in France, and reconnaissance 
and fighting units lent to serve the Expeditionary Force in 
France—have been solely under R.A.F. direction. On the 
face of it this principle of separate control is not to be 
altered. The appointment of Air Marshal Barratt as Air 
Officer Commanding-in-Chief in France simply means 
that the two parts of the R.A.F. on the Western Front— 
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the Expeditionary Force’s auxiliary scouts and fighters and 
the advanced bombers, chiefly short range—will hence- 
forward have a single chief. Actually the current contro- 
versy about Air Force control overseas remains unresolved. 
The new Commander of “the British Air Forces in 
France” will be responsible, “in consultation with the 
Army Commanders-in-Chief concerned,” for ensuring the 
most effective support in the air for the B.E.F. and the 
French Army. It is still not quite clear where the final 
authority for strategic decisions will rest; and in default of 
more information the new arrangement has the appearance 
of being a compromise between those who wish to place 
the Army’s scouts and air striking force under direct mili- 
tary control and those who wish to preserve the R.A.F.’s 
independence and autonomy intact. 


* * * 


Both the controversy and the compromise arise from 
the dual nature of air warfare. In the defence of Britain 
the R.A.F.’s claim to sovereign control is incontrovertible, 
though even here the work of the Coastal Command in 
scouring home waters and the work of the Bomber 
Command in maintaining a defensive vigilance over the 
enemy’s submarine and seaplane bases involves close co- 
operation with the Royal Navy. Indeed, this necessary 
liaison with the Navy has been officially cited as the model 
for “ consultation ” with the military authorities in France. 
In offensive action against Germany the issue is not so 
simple—Wednesday’s series of intensive bombing raids 
upon the seaplane base of Sylt shows that even the line 
between defensive and offensive operations is hard to draw. 
It scarcely needed the German campaign in Poland, how- 
ever, to demonstrate the inseparable connection which 
nowadays exists between land and air forces in any mobile 
military operations. The bombing of troops, military de- 
fences and communications, in addition to reconnaissance 
from the air, are as closely linked to the Army’s functions as 
the work of the artillery. If the new ordering of the R.A.F. 
in France leads to the utmost co-operation in these spheres 
while avoiding damaging conflicts of view or of authority 
it will be well justified. But there is another class of attack 
which is not so obviously the Army’s particular concern, 
namely, the bombing of “economic” targets of factories 
and communications behind the enemy’s military zones. 
This is work for the R.A.F. independent of anything but 
Cabinet instructions. So long as the risk of German air 
raids is, in Mr Chamberlain’s own words, undiminished, 
and so long as the start of our own air attacks against the 
enemy’s land targets is more than possible soon, the field 
for Army control over the R.A.F. must be strictly limited 
to the actual military front. 


* * * 


Trade Unions and Wages.—aAt the meeting of the 
National Joint Advisory Council last week the trade union 
representatives gave an important indication of their atti- 
tude to the relation between wage and price changes when 
they announced that the regulation of wages must remain 
a matter for voluntary negotiation. Since voluntary nego- 
tiation as at present understood can only result in a welter 
of independent wage decisions in different industries, each 
bearing a different relation to the general price level, it can 
only be inferred from the trade unions’ statement that a 
greater degree of central control of wage discussions is in 
contemplation. The maintenance of a definite relation be- 
tween wages and prices admits of no other alternative. 
This inference received indirect support from Sir Walter 
Citrine when, speaking at Manchester last Saturday, he said 
that it was the purpose of the T.U.C. to extend the prin- 
ciple of collective discussion with the Government to all 
matters in which the interests of the working class were 
involved. The vision which this statement conjures up of a 
vast shadow organisation parallel to the ordinary Parlia- 
mentary structure was effectively dispelled at Wednesday’s 
meeting of the National Council of Labour, on which are 
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representatives not only of the T.U.C. but also of the 
Labour Party and the Parliamentary Labour Party. It 
was then made plain that the distinction between matters to 
be dealt with in Parliament and matters in which there 
may be a direct approach to the Prime Minister is still 
considered important in the Labour movement. The basic 
matter of principle with respect to wages is still, however, 
to be decided. At the Mansion House, on Tuesday, the 
Prime Minister declared that wages should not automati- 
cally go up with the cost of living. The trade unions 
have not yet abated their claim that they should. 


* * * 


Germany’s Finances.—The issue last week of a 
decree by Goering still further extending his authority in 
all financial and economic questions has been followed by 
a spate of newspaper despatches—all of them significantly 
emanating from Berlin—describing the financial difficulties 
of the Reich and the magnitude of the problems facing the 
redoubtable and omnicompetent Field Marshal. The cost 
of the war, it is said, will rise to Rm. 50 milliards; taxation 
will not produce more than Rm. 24 milliards; and the 
savings of the people are not sufficient to provide the 
balance. (It may be remarked that the figure of Rm. 50 
milliards is probably too high.) That there are difficulties 
is undeniable. Moreover, Germany has certain diffi- 
culties peculiar to herself. Her total production, having 
been at its maximum before the war, cannot now expand 
further, as French and British production can. Her burden 
of taxation was very high before the war broke out. And 
her people’s past experience of inflation is already leading 
to a rush to buy goods of durable value. But the major 
difficulties are those inherent in war finance anywhere. 
War expenditure can never be covered by taxation; the 
savings of the people are never enough to fill the gap. The 
lesson we should draw is not to rejoice that the Nazis have 
the same problems as we ourselves, but to observe with 
how much greater resolution they are attempting to solve 
them. They ensure that there shall be some policy in 
economic matters and that it shall be carried out. They 
raise in taxation already about half of the maximum 
possible war expenditure. After carrying this burden they 
ensure that the savings of the people increase still further 
by preventing them from spending their money. And when 
these expedients are exhausted they are not afraid to dis- 
cuss the possibility of compulsory loans or of paying wage- 
earners partly in promissory notes. The Nazis may not 
succeed in avoiding inflation altogether; but they are 
making greater efforts to do so than we are. 


* * * 


Complications in Eire.—Reactions in Eire to the 
I.R.A. raid on the Pheenix Park magazine on Christmas 
Eve are both vitally significant and highly complex. Each 
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step towards the suppression of the underlying trouble of 
which the raid was merely a symptom gives increased 
evidence of the stubborn nature of that trouble, the highly 
important changes in policy which are being made to meet 
it and the lengths which many politicians are prepared to 
go to keep Eire from serious disturbance which may hinder 
the preservation of her neutrality. The first stage in the 
solution of the present difficulty is relatively simple. A 
small clique of desperadoes, for whose cowardly and mis- 
guided methods there is no more sympathy in Eire than 
in this country, are at large and in possession of arms and 
ammunition. The task of scotch‘ng them has been under- 
taken with vigour and determination. Nearly the whole 
of the recent haul of 1,084,000 rounds of ammunition 
has been recovered, and the Emergency Powers (Amend- 
ment) Bill, which makes it possible to intern suspected 
leaders and members of the I.R.A. without direct evidence 
against them, became law on January Sth. The rounding- 
up of arms is a more difficult matter, but arms without 
bullets and men can easily await later collection. 


* * * 


Of deeper significance is the legal and constitutional 
struggle which at present centres round the Offences 
Against the State (Amendment) Bill. This Bill was intro- 
duced to make a way round the recent decision of the 
Eire High Courts that Part II of the original Offences 
Against the State Act was repugnant to the Constitution 
and to give permanent legal effect to the Emergency 
Powers (Amendment) Act. But in the meantime the danger 
has arisen that the Offences Against the State (Amend- 
ment) Bill will itself be held unconstitutional. The Presi- 
dent of Eire, Dr Hyde, therefore decided last Sunday to 
call the Council of State to determine whether or not 
the Bill should be referred to the Supreme Court at this 
stage. The summoning of this body was noteworthy for 
two reasons. First because this is the first time this step 
has been taken since the new constitution was introduced 
two years ago; and secondly because Dr Hyde exercised 
his privilege of nominating six delegates to the Council 
in such a way as to give it a widely representative char- 
acter and consequently to foster the impression that the 
meeting was to be a first step towards the formation of 
a national government. The Council has promptly per- 
formed the task for which it was called and referred the 
Bill to the Supreme Court. But tempers are frayed and 
feeling is still running high. Professor Michael Tierney, 
who was among those nominated to the Council by the 
President, has suggested the need for a national govern- 
ment to meet the emergency and has also voiced sus- 
picions of disorder in the Army. Members of the Cos- 
grave Party (whose leader did not exert his privilege of 
attending the Council) have declared that they will not 
join a national government, and Mr De Valera has denied 
serious irregularities in the Army while admitting a certain 
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slackness. Once again there is a danger that a molehill 
of public order will take on the proportions of a moun- 
tain of high policy. Fortunately, Mr De Valera has given 
every indication of his determination to take the trouble 
at its face value and stick to the immediate issue, which 
is the suppression of the I.R.A. 


* * * 


Positive A.R.P.—-We have been left in no doubt 
during the last few days about the Government’s views on 
the likelihood of air raids. Both the Prime Minister and 
Sir John Anderson, Minister of Home Security, have pub- 
licly stated their belief that the calm of the last four 
months may represent no more than the lull before a 
great storm in the air. In Mr Chamberlain’s opinion the 
risk of air raids has not been diminished at all, and Sir 
John Anderson even expressed concern lest our A.R.P. 
preparations should, after all, be found insufficient to meet 
the strain. These forthright statements might have been 
made much earlier. They might have put an end to the 
thoughtless call for a reversal of all our defence measures 
which figured so largely in public comment in the first 
four months of war. They might even have abated the 
drift of evacuated schoolchildren back to danger. But the 
point is that, then or now, words cannot be sufficient. If 
evacuated schoolchildren are badly billeted and inade- 
quately taught, they will surely come home, and their 
evacuation can only be made compulsory if adequate 
ee and proper schools are made available for 

em. 


* * * 


In a speech last week the President of the Board 
of Education said that his policy was to give as good 
an education as possible to children still in the danger 
areas while doing his utmost to keep them away in safer 
places. The teachers he was addressing wanted some- 
thing more positive. They were secondary school teachers, 
especially hard hit in their work by the scattering of 
their schools in reception areas, by the difficulties of con- 
ducting specialised instruction and preparing pupils for 
public examinations without adequate equipment or text- 
books and by the amount of out-of-school supervision 
called for by evacuation. But they were not ready to accept 
a makeshift return to improved conditions in the evacua- 
tion areas as a reasonable alternative. It was re-evacuation 
as units to proper camps or large houses that they wanted 
for their schools, and there is not the slightest doubt that 
until the Government pledges itself to a positive policy of 
this kind—as it should have done over a year before war 
broke out—its measures to meet the air raids which it views 
as likely will be sorely incomplete. In the case of evacuated 
firms, the onus is upon the firms themselves. If they arc 
wise they will pay no heed at all to the suggestions in 
parts of the Press that to be working away from danger 
is cowardly and unpatriotic. They will pay even less to 
the wishful boast that severe air raids cannot happen. 
Rather will they ask themselves if they can do their job 
properly—and accommodate their employees properly— 
in their new homes. If they can they will stay. If they 
cannot they will return. Responsible Ministers have made 
it plain what the possibilities seem to be. It is now for 
the Government and private people in the light of those 
possibilities to make it possible for all the nation’s busi- 
ness—including education—to be carried on in any event. 


* * * 


The Turkish Disasters.—This is Turkey’s time of 
tribulations. A fortnight after the first violent earthquake 
shocks still continue, and intense cold adds both to the 
sufferings of thousands of homeless and wounded refugees 
and to the difficulties of those engaged on relief work. Now 
that the whole cycle of disaster can be seen in some per- 
spective, the area of devastation is perhaps the most 
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striking aspect of the Turkish tragedy. The cumulative 
effect of earthquakes in Eastern Anatolia, extensive flood- 
ing along the Bosphorus and in the valley of the river 
Sakaria, and violent storms on the Black Sea coasts, is 
to leave undamaged perhaps a bare half cf Turkey’s 
territory. In face of such a concentration of 
misery, Turkey’s friends and allies can only express their 
sympathy (both the King and the Prime Minister 
sent messages to President Inénii) and lend what little 
aid they can in the desperate work of relief. France has 
offered £28,000, Great Britain rather less, both Roumania 
and Greece have set money aside for medical purchases, and 
offers of help are coming in from neighbouring countries, 
notably Egypt. It is distasteful—in face of so much help- 
less sorrow—to report the attitude apparent in official Ger- 
man broadcasts. Not only has no word of sympathy with 
Turkey been expressed, but the occasion has been singled 
out for acid comment on the behaviour and policy of 
Turkey’s present rulers in contrast with the wisdom of 
Kemal Atatiirk. It is curious, too, that Russia, Turkey’s 
oldest friend, has apparently neither help nor sympathy 
for her stricken neighbour. Soviet aid would, by 
geographical necessity, stand a chance of being more rapid 
and effective than the Allies can offer. So far there is no 
evidence to show that any is forthcoming. 


The Far East: A New Phase ?—Japan faces an 
inauspicious New Year. In China, 1940 came in with a 
bout of inconclusive campaigning in the South. Although 
the Chinese claim to a smashing victory with 10,000 
Japanese dead must be received with caution, the Japanese 
counter-claim to an equally smashing victory was followed 
by the significant statement that the Japanese armies in 
North Kwantung had “retired to prepared positions.” 
There is still no lightening on the American horizon. The 
grace of the Trade Treaty has all but expired, and the 
American trading communities have rounded off the year 
with a number of bitter protests to the U.S. State Depart- 
ment against Japanese encroachments on American trade 
in China. Finally, the crisis on the home front has come to 
a head again with the decision of 276 out of the 448 
members of the Japanese Diet to withdraw their support 
from the Abe Cabinet. Faced with such a concentration of 
external uncertainty and internal strain, the Japanese 
Government is making a determined effort to bring the 
“China incident” to a decisive stage. A more conciliatory 
attitude towards Russia may have the purpose of breaking 
Soviet support for Chiang-Kai-Shek, but the Japanese 
authorities also pin hopes on a direct arrangement with 
Mr Wang-ching-wei. 


Throughout last year the manceuvrings, claims and 
counter-claims which were a feature of the long-drawn-out 
negotiations. between Japan and Mr Wang threw a pall of 
obscurity over the scope and direction of the Japanese 
scheme. Now at last the fog is lifting and a certain broad 
outline is discernible—of the extent of Japan’s demands 
and the limits of Mr Wang’s complaisance. Japan, it 
appeared, claimed no territory, no indemnities and no re- 
duction of Chinese autonomy, but demanded economic co- 
operation with the yen bloc, recognition of Manchukuo, a 
pact against the Comintern and possibly the establishment 
of Inner Mongolia as a special Anti-Comintern area. But 
Mr Wang now appears to have insisted on guarantees 
that Japanese troops should be withdrawn, Chinese 
property restored and the full sovereignty and territorial 
integrity of China respected. Since the setting up of 
Mr Wang’s Central Government seems at last to be 
verging on practical politics, the assumption must be 
that one or other of the negotiating parties has given 
way sufficiently for a compromise to be reached; but its 
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nature remains obscure. How can “ Anti-Comintern gar- 
risoning ” by Japanese troops be squared with Mr Wang’s 
demand for complete withdrawal? How can Japan’s 
“special interests” in North China be reconciled with 
Chinese economic autonomy and the restoration of Chinese 
property? Above all, how can any conceivable type of 
** equal co-operation ” cover the sham of a Chinese Central 
Government resting on Japanese bayonets? After a year 
of “ co-operation ” the Peking Government still contains 20 
Japanese to six Chinese, even though the North is less 
loyal: to General Chiang than Centre and South, where 
resistance has been strongest. It may be that the Chinese 
people are sufficiently war-weary to accept Japan’s con- 
ception—however modified—of victory. Continued fight- 
ing, guerilla warfare, non-co-operation and boycott 
suggest that they are not. 


* * * 


The Penny Post.—It is a melancholy festival that 
the followers of Sir Rowland Hill—and who is not a fol- 
lower of the pioneer who was responsible for the introduc- 
tion of the penny post a hundred years ago last 
Wednesday?—have been celebrating this week. It was the 
last war that undid Sir Rowland’s work by ending the 
penny letter, apparently for good; and no one knows what 
this war may do to postage rates before it is over. This 
aspect of the centenary is especially painful for The 
Economist which, only a few months after its birth (actu- 
ally in the issue of November 2, 1844), coupled the penny 
post with the steam engine as the greatest events in 
European history. Nor since that distant date has The 
Economist ceased to deplore the innate tendency of the 
Post Office to “ make public revenue out of the facilities 
for public intercourse.” It is this tendency that has ruled 
out any return to the penny post since 1918, and the 
mulcting of British broadcasting since its inception in 
considerable annual sums for the purse of the Post Office 
has equally flouted the shade of Sir Rowland Hill—to 
which, in this matter as in purely postal questions, The 
Economist has remained steadily loyal. The spirit of Sir 
Rowland is no less important than the letter—cheap uni- 
form charges for public services was his general plea. 
Happily, it is possible to end this brief tribute to “one 
of the greatest benefactors of modern times” on a 
pleasanter note than regret or recrimination. Sir Rowland’s 
good heart would have been warmed by the comparatively 
recent cheapening of telephone and telegraph charges; 
and he would have hoped that the goal of the greatest 
possible cheapness for public intercourse—newly import- 
ant in these blacked-out times—might never be lost from 
sight, even in war. 
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HE economic dilemma into which the Northern coun- 
tries of Europe have been thrown by the war is broadly 
circumscribed by two facts: that Great Britain is by far 
their best customer and—except in the case of Sweden—also 
their principal supplier; but that all of them, save Norway, 
are strategically within the German sphere of control. It 
was therefore a foregone conclusion that, as soon as the 
chief export commodities of the Northern countries—timber, 
wood pulp, ores, foodstuffs—were placed on the German 
contraband list, these small neutrals would suffer greatly 
from the war. 
The Northern countries are dependent on the three 
markets of Great Britain, Germany and the United States 
to an exceptional degree. 


PERCENTAGES OF TOTAL IMPORTS AND EXPORTS 
(All figures for 1938) 
IMPORTS 
Sweden Norway Denmark Finland 


From :— % /0 vo ° 
Great Britain ...... 12-2 23°2 34°5 21-6 
Germany ............ 21-7 17-2 24:5 20-0 
SRRAS kenbbussebscnes 16-3 10-8 8-0 9-0 

EXPorRTS 
Sweden Norway Denmark Finland 

To :— % % % % 
Great Britain ...... 23°6 27:1 55°5 43-9 
Germany ............ 18-1 15-7 19-7 15-2 
SPAS dkbh been eraser 9-0 7°5 1-1 9-2 


Finland has been hardest hit, for her exports are nearly 
halved by the German blockade. Finland’s foreign trade is 
almost entirely sea-borne (with neighbouring Russia she ex- 
changed, in 1938, only 1.3 per cent. of her imports and 0.5 
per cent. of her exports), and must necessarily pass through 
the Baltic. No more than 0.15 per cent. of Finland’s exports 
were shipped in 1938 from the Arctic port of Petsamo. 

Next to Finland, Denmark has suffered most. In the 
first days of October the German Navy began systematically 
to seize Danish food-ships bound for Britain, and it looked 
very much as if Danish exports to Britain would be com- 
pletely cut off. Although hard-fought negotiations and 
clever tactics have, in the meantime, partly overcome this 
threat, it remains suspended over the heads of Danish 
farmers like a sword of Damocles. And, to make matters 
worse, prices obtainable on the London market have fallen 
since the outbreak of war. 

Butter production, in particular, has been for some time 
now an unprofitable affair. The introduction of British 
maximum prices has done away with the appreciable 
premiums formerly obtained by Danish produce because of 
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its outstanding quality. Danish problems are further compli- 
cated by the fact that Denmark’s huge output of meat and 
dairy produce is dependent upon imported fodder and fer- 
tilisers, of which a great deal is imported from overseas 
and is thus subject to British naval control. It is therefore 
feared that if the Germans make good their threat of stopping 
all Danish food shipments to Britain, the British will retort 
by holding up these vital agricultural raw materials, and 
the inevitable result will be that Danish food production 
will be crippled and Germany, too, will be cut off from 
Danish food supplies. 

Sweden is on the whole better off, for her exports are in 
greater variety than those of Finland and Denmark. Of her 
important exports, iron ore can be shipped to both 
belligerents, to Britain from Narvik in Norway, to Germany 
from the ports on the Gulf of Bothnia. But timber exports 
in September were less than half those of August, and a 
further decline must be expected. Heavy defence expendi- 
ture is also weighing heavily on Sweden’s financial position. 

Norway’s geographical position makes it comparatively 
easy for her to carry on her trade with either side without 
the other being able to interfere decisively. Besides, Norway 
commands two assets of inestimable value under present con- 
ditions: her great whaling industry, which will doubtless 
benefit from the disappearance of German competition; and 
her merchant fleet, ranking fourth in the world, and yield- 
ing, in 1937, a net profit of 485 million kroner (about £25 
millions at current rates). Norwegian shipping is now enjoy- 
ing boom conditions again, but already it has paid a heavy 
toll in men and ships. 


Economic Co-operation 


Faced with a progressive dislocation of their normal trade, 
the Northern countries are now striving hard to make up for 
this, as far as possible, by doing more business between 
themselves. The last war provided an encouraging prece- 
dent; for during that time the pre-war level of inter- 
Scandinavian trade was multiplied by three times. Normally 
the amount of trade done by each Northern country with the 
three other members of the group does not on the average 
exceed 12 to 13 per cent. of that country’s total foreign 
trade. By 1918, however, Sweden had concentrated 24 per 
cent., Norway 28 per cent., and Denmark 30 per cent. of 
their respective foreign trades upon the two other members 
of the trio. 

In peacetime there is little sense in trying to expand 
the volume of inter-Scandinavian trade. Sweden, Norway 
and Finland are all great exporters of wood pulp, cellulose, 
paper and cardboard. Finland and Sweden also export sawn 
timber; Sweden and Norway both export large quantities 
of iron ore; Denmark, Sweden and Norway each possess 
highly developed engineering industries, and the two former 
are big shipbuilders for foreign account; both Sweden and 
Finland compete, although on a minor scale, with Den- 
mark’s huge output of butter, bacon and eggs. 

But necessity is resourceful; and what at first sight would 
look a hopeless task is now already on the way to accom- 
plishment. As well as the need to absorb within the markets 
of their own group a large proportion of their exports, there 
is another and no less pressing need: to make available 
certain vital imports that are no longer obtainable from out- 
side countries. 

A good example of this distribution of essential com- 
modities is that of sugar. Towards the middle of September 
the Danish Government began to ration sugar consumption. 
although Denmark is more than self-supporting in that 
commodity. The measure aimed at creating an artificial 
surplus wherewith to relieve the acute sugar shortage of 
other Northern countries. Norway alone is to draw from 
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Denmark thirty million kilos of sugar per year as long as 
the war lasts. In return, Norway’s electro-chemical industry 
is to supply Danish agriculture with more nitrogen fer- 
tiliser than in peacetime. 

There is also in prospect an interesting scheme under 
which Denmark is to become once more a grain exporter. 
Sweden is to increase her exports to neighbouring countries 
of steel and other metals; Swedish arms will also be supplied 
on a bigger scale than before. Norway is contributing to the 
military preparedness of her neighbours by the supply of 
indispensable metals such as zinc, nickel, aluminium, molyb- 
denum, titanium and iron pyrites. 

Little in this comprehensive process of adaptation has 
been left to hazard. For the past three years regular economic 
conferences have been held between the Northern countries. 
These were principally attended by representatives of the 
various committees for economic defence set up of late years 
in all four countries with a view to preparing each country 
individually, and the whole group collectively, to face just 
such a crisis as has now broken out. 


The Polish Clearances 


[BY A CORRESPONDENT ] 


For some weeks after the conclusion of the Polish campaign 
it was reported from Central Europe that the Germans 
would seek to set up a “ Congress kingdom ” on the Vistula, 
to be administered by a puppet Polish Government. The 
Red Army’s withdrawal from its advanced posts along that 
river lent credence to these reports; later on it was con- 
firmed that the German authorities had actually approached 
a number of leading Poles, and put before them a project 
whereby they should form a Polish Government which 
would take its orders, when necessary, from Berlin. To 
their credit, none of these Poles would consent to become 
German instruments. 

Having recognised that they would have to administer 
themselves those parts of Poland which they had occupied, 
the Germans then set about building up an administrative 
machine, This was to function in three different areas. The 
Western Voivodships, those of Pomorze, Poznan, Slask, 
and a part of the Voivodships of Lodz, Kielce and Krakow 
—in other words, the whole of Western Poland—were to 
be incorporated within the Reich. The ordering of this new 
Gau upon Nazi principles is now in progress. It is to this 
great area that the Baltic Germans brought home from 
Latvia, Estonia and Lithuania will go; and there is also 
talk of sending to it the Germans expropriated from the 
South Tyrol. 

Plans for exchanges of population are also on foot, and 
Poles evacuated from the Western Voivodships will be sent 
to districts in Central Poland. These districts will form the 
shadow of a “congress kingdom,” although the distress 
and disorganisation which must prevail among the in- 
habitants will need many years to overcome. 


A Jewish Reservation 


The third unit of German-partitioned Poland will con- 
sist of an area around Lublin. This is to become a fuden- 
reservat. Here the Germans propose to dump Jews from 
all parts of the Reich, and particularly from Vienna. They 
will be sent into the “ reservation,” it seems, without any 
real preparation for the changed conditions under which 
they will have to live, and without any prospect of reliev- 
ing their utter poverty. If this and other plans for the 
exchange of populations in occupied Poland are carried out, 
it is calculated that between four and five million persons 
will be affected. 

The prospect might be less distressing if the areas con- 
cerned were capable of receiving new settlers. But, as it is, 
they are among the most densely populated areas in a coun- 
try which has suffered from over-population for many 
years. Carried out at the ruthless pace that seems likely, the 
evacuation and settlement will necessarily mean acute physi- 
cal distress to an appreciable proportion of the victims, 

The population problem is acute. Even in the Pomorze 
the population is only about 10 per cent. German; in other 
districts the percentage is considerably less. The rural 
population is as dense as it is poverty-stricken, and imported 
German settlers will have to wait for land until the Poles 
im Occupation have been sent elsewhere. Similar conditions 
exist in the districts which are to become a Polish “ reserve.” 
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But the Lublin district is probably the poorest of all; and it 
is difficult to escape the conclusion that, in pouring Jews 
into that territory, the Germans are aware that they will 
be sending many of them to their death. 


Strain on the Swiss 
Economy 


[FROM OUR GENEVA CORRESPONDENT] 


THE Government has forwarded to Parliament the Budget 
of the Confederation for 1940. It shows an _ estimated 
deficit of 73 million francs; expenditure is estimated at 
596 millions and receipts at 523 millions. The Budget does 
not include the cost of the mobilisation and upkeep of the 
Army. The general opinion is that big cuts might have been 
made in ordinary expenditure, which is 17 million francs 
higher than in 1939. The view is expressed in financial 
quarters that certain Government activities should have been 
reduced because of the war. It might have thus been possible 
to reduce the estimated deficit for the current year, which is 
expected to exceed 20 millions, as well as to lessen next 
year’s deficit. Strict economy in all spheres is needed if only 
because the maintenance of the Army on a war footing will 
absorb about 1,500 million francs (£83 millions) next year. 

Extraordinary military expenditure, which was 5 million 
francs a day at the beginning of the war, has now been 
slightly reduced. The Federal Government has accepted an 
offer made by the Swiss banks to take over 200 million 
francs of Treasury bonds, 30 per cent. of which are repay- 
able within a year at 2} per cent., 40 per cent. in two years 
at 3} per cent., and the remaining 30 per cent. in three 
years at 34 per cent. Thus the Government is supplied with 
funds on satisfactory terms, while the banks have found a 
means of investing the money at their disposal, and will 
therefore be able to pay some small interest on sight deposits. 
The result of the arrangement has been a reduction in the 
hoarding of banknotes and a rise in bank deposits. 


More Taxes 


This loan is not sufficient, and the Government is con- 
templating an increase in taxation. It has decided to double 
the military tax—paid by men who are unfit for military 
service—which yielded 4,825,000 francs in 1938. It intends 
to put before Parliament a series of financial measures likely 
to produce about 1,000 million francs—including between 
500 and 700 million francs from a non-recurrent levy on 
capital, and another 50 millions from the doubling of the 
“‘ Crisis Tax,” which already yields about 50 millions a year. 
The institution of a tax of 2 per cent. on the gross receipts 
of retail trade concerns, to bring in 100 millions, is sug- 
gested; and 250 millions will be had from the profit made 
by the Swiss National Bank on the devaluation of the franc. 
Until these measures have been passed by Parliament, which 
will hold an extraordinary session in January, the Govern- 
ment intends to launch a mobilisation loan to meet current 
expenses. 
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State Pensions Crisis 


On December 3rd, the Swiss electorate rejected by 
477,500 votes against 289,650 a Government proposal to 
reconstitute the pension fund for State officials. The scheme 
provided for a yearly instalment of about 20 million francs for 
sixty years, but the Government did not suggest any method 
of covering this extra expense. Though the number of 
officials has been reduced to about 30,000 in recent years, 
the capital possessed by the pension fund does not make it 
possible to pay out of interest the old-age, sickness and other 
pensions due. This is the consequence of faulty calculations 
when the funds were created, of the fact that the higher 
pensions were later raised, and of the further fact that the 
State did not always pay into the funds its promised 
instalments. 

As it is impossible to reduce the pensions, many of which 
are comparatively small, the only solution seemed to be to 
increase the capital of the fund. This was not the opinion 
of the electorate. The objection of taxpayers to any new in- 
crease in taxation; the opposition of peasants, middle-class 
people and retail traders—who get no pensions—to State 
officials whom they consider as a privileged class; the belief 
that other means might have been devised for refloating the 
pension fund—all these factors go to explain the unex- 
pectedly heavy adverse vote. 

The Government will have to reconsider the question and 
make new proposals to the electorate. In the meantime the 
financial situation of the pension fund—which altogether 
has a capital of 175 million francs, whereas it ought to have 
one of 1,305 million francs to meet due claims—will grow 
worse, and later rehabilitation will be made correspondingly 
more difficult. 

All in all, the Swiss Confederation is faced with serious 
financial problems. One cannot clearly see how they will be 
solved. One thing only seems sure: that is that the taxpayer 
will see his income dwindle more and more. 


Swiss Farming To-day 


Apart from a difficult financial position, it is now becom- 
ing clear that the European war will bring changes in the 
Swiss economic structure that go beyond the more or less 
temporary arrangement of finance. A number of these 
changes are likely to affect Swiss agriculture; and an exam- 
ination of the position may therefore be worth while. 

The Federal Government has just issued a decree em- 
powering the Department of Public Economy to take the 
necessary measures for the cultivation of more land. 
Although this is really a result of the agricultural policy 
initiated in 1932, the strain of war has an important contri- 
butory effect. 

Geography narrowly limits Swiss agricultural production, 
for 28.4 per cent. of the total area, or about 4,500 square 
miles, are wholly unproductive, Only 11,400 square miles are 
left to agriculture. Arable land for crops and gardens is 
estimated by the official survey at 1,167,360 acres; another 
2,560,000 acres are under grass and meadows, 2,115,840 acres 
under forest, and 1,363,840 acres under fruit. According to 
the new decree, from 49,400 to 62,000 acres will be added 
next spring to the productive area, and this will then reach 
about 7,370,000 acres. It is expected to grow more oats and 
potatoes, and an effort is to be made to increase the produc- 
tion of beet sugar, now yielding about 930,000 quintals a 
year. 

The system of small-holding prevails. The peasants own 
their land in their own right; and it is estimated that there 
are nearly 300,000 agricultural holdings averaging less than 
20 acres, and supporting over half of the population, or about 
2 million persons. 

The income derived from agriculture is comparatively 
high. It reached 740 million francs in 1906, 2,000 millions 
in 1920 and 1,274 millions in 1938. The surface under 
cereals was nearly 124,600 acres in 1926, but was increased 
to 195,000 acres in 1938. The Government has fostered 
cereal growing by purchasing at enhanced prices the total 
home production, which in 1938 amounted to 1,950,000 
quintals. Fruit cultivation yielded 205 million francs in 1918, 
84 millions in 1937, and 66 millions in 1938. It is particularly 
developed in Central and Western Switzerland. Apricots and 
apples from Valais are now exported to many countries, 

Vine cultivation, handicapped by diseases and frost, has 
steadily fallen away during the past 50 years; it now covers 
about 34,000 acres. Grapes are mainly cultivated in the 
Cantons of Geneva, Vaud, Neuchatel, Valais, Zurich, St. 
Gallen, Grisons and Ticino; altogether they produce about 


10 million gallons per year, worth on the average about 
30 million francs. - P 
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Stock farming is the most important branch of Swiss agri- 
culture, for its value represents about three-quarters of the 
total value of the agricultural production. In 1939 there was 
a record number of 926,400 cows, and altogether 1,711,000 
head of cattle. The value of milk and milk products averages 
472 million francs per year, or 28,600,000 quintals of milk. 
Of this total, 13,888,000 quintals are used by industry for 
making cheese and condensed milk and chocolate. 

To meet foreign competition the Government initiated 
a protective tariff policy 30 years ago, coupling with it the 
granting of State subsidies. The latter were given for soil 
improvement, agricultural insurance, cattle breeding, main- 
tenance of milk prices and for other activities. Their value 
rose from 9 million francs in 1925 to 37 million francs in 
1937. 

After a long period of prosperity Swiss agriculture was 
faced with a crisis after the last war. There was, too, an 
intense competition in land purchase; but, when bad years 
came, the peasants raised mortgages on the inflated value of 
land. The Government is now considering the means to 
help peasants to pay their mortgage interests, and to repay 
at least a part of the mortgages from State funds. This is 
estimated to involve an expenditure of 125 million francs, 
distributed over a period of 20 years; and a scheme to this 
end has just been approved by the First Chamber of 
Parliament. 

The new scheme comes at the right moment. Under war 
conditions home production will be far more important than 
before, and prices are likely to rise. It seems very probable 
that the war and attendant trade difficulties will foster the 
sale of home products, encourage agriculture as a whole, and 
improve the condition of the Swiss peasant. 


January 3rd. 


New Zealand Banking 
under State Control 


[FROM OUR CHRISTCHURCH CORRESPONDENT] 


SINCE 1935, when the Labour Government came into power, 
amendments to the Reserve Bank Act have increased State 
control over the bank. In 1939 it was enacted that the 
Governor and the Board of Dire-iors should “ give effect 
to any decision of the Government . . . conveyed to the Gov- 
ernor in writing by the Minister of Finance.” In addition, the 
words “ except with the consent of the Governor-General in 
Council it shall not be lawful for the Bank to. . .” introduce 
the section of the Act which provides the conventional safe- 
guards for the liquidity of the bank’s assets and prohibits 
the bank from engaging in trade, making unsecured loans, 
renewing bills, etc.; and power is given for the legal 
minimum reserve of 25 per cent. to be varied or suspended 
by Order in Council. 

Until June, 1938, the Government made relatively little 

use of its control over the Reserve Bank. Some advances were 
made against revenue-to-come, possibly at low rates, but 
these advances did not exceed £NZ2 millions and were 
quickly repaid. When the Government took over the market- 
ing of dairy produce in August, 1936, the Reserve Bank 
made advances, up to the amount of the guaranteed prices 
Paid to producers, against produce exported, but these were 
repaid as the produce was sold overseas. If the guaranteed 
price exceeded the amounts realised, a deficit resulted in the 
account representing uncovered credit expansion. The general 
effect, however, was not necessarily to expand credit, but to 
transfer from the trading banks to the Reserve Bank a sub- 
stantial volume of discount and exchange business. 
_ From June, 1938, a decline in export receipts contracted 
income and spending power; withdrawals exceeded deposits 
at the Post Office Savings Bank, whose funds were mainly 
in Government securities and whose liquid resources were 
insufficient to meet the drain; and ordinary sources failed to 
supply the funds needed for the Government’s heavy capital 
expenditure. It was then that the Reserve Bank’s advances 
to the Government began to rise rapidly. From May 31 to 
November 28, 1938, they increased by £NZ9,740,000, from 
£NZ3,780,000 to £NZ13,520,000, while the bank’s sterling 
exchange fell by £NZ13,520,000, from £NZ18,330,000 to 
£NZ4,810,000. The normal seasonal decline in the bank’s 
sterling exchange from May to November, the off-season for 
exports, is about £NZ4,500,000, and the decline in 1938 was 
therefore about £NZ9,000,000 in excess of the normal, while 
internal credit expansion amounted to £NZ9,740,000. 
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Credit Expansion 


Normally any decrease in sterling exchange is balanced 
by an equal fall in the excess of bank deposits over advances 
in New Zealand. Money spent in buying exchange reduces 
the purchasing power that remains and therefore reduces the 
demand for imports, etc., and for exchange to pay for them. 
In 1938, however, as fast as money was reduced by pur- 
chases of exchange, it was replaced by credit expansion, and 
this credit expansion placed in the hands of the people the 
money required to buy exchange and therefore to deplete the 
funds held overseas. Had credit not been expanded, the 
money would not have been available to buy imports and 
exchange in excess of normal, the exchange funds would not 
have been seriously depleted, and exchange and import 
control would not have been necessary. 

From December 5, 1938, when import and exchange 
control were imposed, credit expansion was no longer free 
to overflow and to spend itself externally in the purchase 
of imports and exchange, but was more likely to increase 
internal currency and credit. Nor was expansion confined 
to advances from the Reserve Bank. There was also some 
increase in Reserve Bank investments, while the Government 
securities held by the trading banks doubled in seventeen 
months. The extent and general effects of expansion from 
May, 1938, when it began, to October, 1939, the latest 
date for which comparable figures are available, are sum- 
marised in the table below, which combines Reserve Bank 
returns for Government deposits, Government advances, and 
investments with the trading bank returns of customers’ 
deposits and advances and Government securities held. The 
overseas funds given are the net exchange funds held over- 
seas by all the banks. 


RESERVE BANK AND TRADING BANKS 
(£NZ millions) 


May 30, Oct. 30, 
1938 1939 Difference 
4 


OI isos cisinsassderosccessvcsseace 72-02 71:68 — :3 

Advances and Govt. securities ... 68°46 92:96 -+24-50 
Notes in circulation ...........ccce00« 9-78 13:00 + 3°22 
Net overseas funds .............see0e 28-10 8:66 —19-44 
Trading banks’ capital used ...... 18-79 20:71 + 1:92 


From June to August, 1939, no appreciable increase in 
credit occurred, but in September and October, under the 
influence of war conditions, expansion was resumed and the 
banks’ advances to the Government, plus Government 
securities held, increased by £NZ6,590,000. During the past 
year, the trading banks’ purchases of Government securities 
have about balanced decreases in their advances to customers, 
and they have maintained a strongly liquid position. But 
the Reserve Bank has a very large proportion of its assets 
frozen in Government advances, while, on October 31st, 
its sterling exchange was £NZ5,740,000, and its demand 
liabilities to the trading banks alone £NZ13,210,000, of 
which £NZ10 millions were in excess of the compulsory 
minimum. The Reserve Bank is required by law to hold a 
25 per cent. reserve against its note and demand liabilities. 
At the end of October the reserve was 25.4 per cent., so that 
the working margin, the excess over the legal minimum, 
was very small. It appears that under Government control, 
the Reserve Bank has lost the liquid reserves necessary to 
carry out the essential functions for which it was estab- 
lished. The question of how they are to be restored still 
remains unanswered. 


December 16th. 


Vilna’s Currency Crisis 
[FROM A CORRESPONDENT] 


ONE of the problems still marooned on the reefs of the 
German-Soviet invasion of Poland is that of currency. On 
their side of the line the German military authorities estab- 
lished a temporary rate of one Reichsmark to one zloty; the 
Soviet authorities similarly established a rate of one rouble 
to one zloty; and, at least in the case of the rouble, the 
invaders were then doing very well for themselves. There 
has been an understandable rush to get rid of zlotys, especi- 
ally on the Soviet side. 

But the city of Vilna, handed over to Lithuania by the 
Red Army on October 28th, has a currency problem all its 
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own. Not only are there 500,000 people in Vilna whose assets 
are in zlotys; there are also a great number of refugees 
either destitute or possessing only those zlotys they were 
able to bring with them in their flight. After the Soviet’s 
eastward move, there were two currencies in Vilna, the 
rouble and the zloty; the advent of the Lithuanians added 
a third. The exchange problem became acute. 

Beiore the outbreak of war the official relation of zloty to 
lit (the Lithuanian currency) was about 0.80 zloty to one 
lit, but the zloty’s industrial purchasing power was the 
greater. It was obviously impossible for the Lithuanians to 
establish the pre-war rate; they were sufficiently burdened 
with the refugee problem without awarding the zloty a sub- 
stantial bonus. And, if they had, on the principle of 
Gresham’s Law, the zloty would then have become Lithu- 
ania’s national currency. Quantities of zloty banknotes would 
have poured over the frontier from occupied Poland; 
Lithuania would have been faced with a first-rate financial 
crisis. 

For some weeks after the occupation the authorities did 
nothing and the zloty-lit rate slithered downwards until the 
zloty had lost at least 80 per cent. of its pre-war value. That 
raised another problem, for to have stabilised the rate on 
the ruling market price would have gone far to starve the 
population of Vilna, who had nothing to spend but zlotys. 
On the day of their occupation the Lithuanian Government 
declared that only the lit was legal tender, and nothing was 
said in regard to lit-zloty-rouble rates. Then the post offices 
began to accept the zloty at the rate of five to the lit, but 
this, together with rumours that the Government intended 
to fix the exchange at that rate, caused a rise in prices. 
Rioting even occurred. 

The next day brought fresh regulations. Prices for bread 
were fixed on the basis of 1 lit to 2 zlotys. The same rela- 
tion was introduced for various public services. Municipal 
salaries were doubled. At the same time, restrictions were 
placed on the right to exchange zloty banknotes for lits; 
only those who were natives of Vilna (and this excluded 
refugees) were allowed to make the exchange, and then only 
to the amount of 100 zlotys for each married person or 
widow, and to the amount of 50 zlotys for singl2 persons. 
A list was established of staple goods such as bread and 
butter which might be bought at the special rate of 1 lit to 
2 zlotys. For other goods sellers were entitled to take only 
lits and to refuse to deal in zlotys. Municipal salaries were 
to be paid in lits. The rouble was ignored. 

In the middle of November fresh regulations were again 
promulgated. Between November 14th and 20th all inhabi- 
tants of Vilna were invited to deposit at the Lithuanian 
Bank amounts of zlotys in their possession. The Government 
would then declare the exchange rate, and provide lits 
accordingly. Those who preferred could withdraw their 
original deposits. Zloty banknotes would henceforth be 
regarded as foreign currency. 

A few days later it was announced that the rate will be at 
one zloty for 0.50 lits for amounts of 300 zlotvs and less, 
and at one zloty for 0.40 lits for larger amounts. For deposits 
exceeding 1,000 zlotys payment is by instalment. Altogether 
30 million zloty-notes were deposited; another 5 million were 
exchanged at the preferential rates; and about one million 
were received in payment of various public services. 


December 23rd. 
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Germany at War 


(An objective account of economic trends in the Reich compiled weekly by 
the editorial staff of The Economist from German and neutral sources.) 


Tue setting up of a General Council for War Economy 
under Field-Marshal Goering, who is also President of 
the Ministerial Council for Defence, brings into being a new 
authority for the co-ordination of all the economic depart- 
ments of the Nazi Government as well as of all other local 
and regional economic bodies. It establishes also a single 
centralising authority over the special commissars for the 
several industries, on the one hand, and over the regional 
defence committees, on the other. 

The Ministerial Council for Defence, set up on August 
30th, may be compared with the War Cabinet in Great 
Britain, but the new General Council for War Economy 
has no counterpart here. It comes very near to being the 
Nazi conception of an Economic General Staff. Fitherto, 
the local rationing committees, the regional defence com- 
mittees, the special commissars and the other economic 
bodies have received their instructions from the Minister for 
Economic Affairs, Dr Funk. But there was no clear direct- 
ing authority over them. Side by side with Dr Funk there 
was the Council for Defence, and the regional defence com- 
mittees, for instance, were subject to orders from the special 
commissars as well as to Dr Funk’s decrees, while in every 
region representatives of the regional Army Command 
exerted all the influence they could, 

Now, on paper at least, wartime political as well as 
economic administration is well defined. The Ministerial 
Council for Defence co-ordinates the political and military 
departments of the Government, and the General Council 
for War Economy co-ordinates all economic departments. 
Field-Marshal Goering presides over both these central 
bodies and thus becomes the recognised executive dictator 
of Germany. The latest change recalls in many ways the 
appointment of Field-Marshal Goering to be Commissar 
of the “ Four-Year Plan” in 1936, which marked the end 
of the economic powers of Dr Schacht and the beginning of 
the period of large-scale re-armament, or Near-War Economy 
(Wehrwirtschaft). It would be wrong, however, to take for 
granted that the new appointment of Field-Marshal Goering 
necessarily means some spectacular new change in policy or 
the assumption of special powers for compulsory savings 
and forced loans. Nazi organisation has always grown rather 
haphazardly, and there has always tended to be some over- 
organisation which has repeatedly to be pruned by fresh 
measures of centralised co-ordination. 

What we see now is a new centralisation. The various 
“ self-governing ” federations in German industry and trade 
have already lost their importance. The Chambers of Com- 
merce and Industry have been incorporated in the regional 
defence committees and henceforward they will merely be 
Government agents. The regional defence committees, the 
special commissars and so on, are now subject simply to 
the single direction of the Council for War Economy. The 
transition in organisation to a full War Economy is com- 
pleted, and there is an end to the ragged decentralisation 
brought about by the existence of a multiplicity of authori- 
ties both at the centre and regionally. 

All this is organisational. In a sense it is merely routine. 
Far more important is the new economic policy inaugurated 
before the new Council was set up. In the first stages of the 
war (as was emphasised at the time on this page) official 
German policy in economic matters was Conservative and 
reactionary. This was the period of wage-cuts and freer 
finance for private industrialists. It was the time when the 
Nazi Government wished to recapture the confidence of 
the upper classes, alarmed as they were by the pact with 
Soviet Russia. 

A great change has apparently taken place since then. 
Official talk is all about socialism and all against the 
“ capitalists.” “ Self-government ” in industry has, in marked 
contrast to British experience, been practically abolished. The 
wage-cuts have been revised (see The Economist, December 
23, 1939, page 466). Food rations have been increased. 
Further severe taxation of the upper classes has been pro- 


jected. Industry and trade have been almost completely . 


socialised. 

How deep or how permanent the change may prove to 
be is not certain. ‘The immediate point is that the Nazis 
seem to believe that they have reached the limit in restrict- 
ing and depressing the consumption of the lower classes. 
There is no more Jewish wealth to pillage, and so they are 


going back on their tracks to squeeze the “ capitalist ”— 
whose English embodiment is the chief target of their cari- 
catures and radio propaganda. 


* * * 


Retail Trade.—In retail trade New Year buying has 
been concentrated on household goods, second-hand furni- 
ture, textiles, Cameras, radio sets and bicycles, because cloth- 
ing and footwear, etc., are rationed. In order to restrict 
abnormal purchases the usual New Year sales in the shops 
have been prohibited. Also to keep sales of consumption 
goods down shopping hours have been reduced, closing 
time for all shops being fixed at 6 o’clock in the evening. 
Many shops stay closed for lack of goods to sell—especially 
chocolate and tobacco shops. In Berlin alone the number 
of unemployed shop assistants and shopkeepers is 35,000. 
Department stores as well as small shops are experiencing 
considerable difficulties, and there have been reports of 
financial help to several leading stores. 

There is no doubt that the authorities were much alarmed 
by the continued heavy buying of consumption goods after 
the Christmas holidays. In the Press three ways (apart from 
the restrictions on shopping already cited) have been pro- 
posed to stem the rush to convert cash into goods: com- 
pulsory savings, fresh taxes on consumption goods and 
general rationing. 

Meanwhile, illegal trade is flourishing. Certain goods 
have disappeared from the open market, and are being sold 
secretly at high prices. Coffee, stockings, soap, eggs, and 
chocolate are instances. The value of one pound of coffee 
so sold is between £1 and 30s., and of a pair of stockings 
about 13s. 6d. 

* * * 


Foreign Trade.— The campaign to increase foreign 
trade has been renewed with fresh vigour. New facilities are 
being given to manufacturers to exhibit goods at foreign 
fairs. Having reduced her clearing deficits with most neutral 
countries, Germany has been able to prolong most of her 
trade agreements for 1940. This has been done with Den- 
mark, Holland, Switzerland, Sweden and Norway. 

In the case of the countries of South-Eastern Europe, 
Germany has concentrated on securing an improved rate of 
exchange for the Reichsmark. The rate in trade with 
Roumania has been raised from 42 lei to the Reichsmark 
to 49 lei and the rate of 14.30 Jugoslavian dinars to the 
Reichsmark has been increased to 15 dinars. Slovakia, vir- 
tually a dependency of the Reich, has made a new agreement, 
agreeing to accept additional German manufactures in order 
to cut down the German clearing debt. This year 30,000 
agricultural workers and 25,000 industrial workers from 
Slovakia will be employed in Germany, a considerable 
increase over 1939. 

German-Russian trade seems to have been resumed. Direct 
railway traffic through nine specified frontier stations is 
said to have begun, and the machinery company Damag 
reports that the first Russian orders for machinery have 
been received. The rumour that Russia will supply half a 
million tons of soya beans to ny is probably 
exaggerated. Russia’s own soya crop is actually smaller than 
this, and the transit of such a large consignment from Man- 
chukuo would be very difficult. 

Icebound canals and rivers are adding to transport diffi- 
culties. Coal supplies to big towns have become irregular, 
and Army lorries may be used to carry coal to Berlin and 
Hamburg. The carriage of potatoes is especially difficult. 
Military transport prevented sufficient potatoes from being 
moved in the autumn before the winter frosts began and 
now, although the movement of potatoes normally ceases 
when frost sets in, something will have to be done soon to 
prevent quite serious local shortages. The trade situation in 
Germany, both externally and internally, is not so unsatis- 
factory as some feared when the war began. The increases 
made in food rations are evidence of this. It seems not im- 
probable that this is in some part due to the fact that 
the Allied blockade has not been so complete in its effects 
as it has set out to be. More important, however, is the fact 
that there has been no large-scale military or air operations. 
There has not been that steady wastage of man power and 
materials which in the last war, combined with the Allied 
blockade, led to a catastrophic fall in output. 
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Books and Publications 


The Realist Critique 


PROFESSOR CARR spares nobody. Few books* in recent years 
can compare with his as a formidable enterprise in deflation. 
For every bubble of thought his pin is ready, and in a com- 
munity such as ours which is inflected to a marked degree 
by the virus of utopian idealism, a reading of “ The Twenty 
Years’ Crisis ” may well have a salutary and refreshing effect. 
The scope of the book is the international community, and 
Professor Carr’s intention is to encourage a realist approach 
towards its problems. Since he has an uncanny knack of 
finding the weak point in an argument, the flaw in the poli- 
tical scheme, the exact spot at which wish fulfilment begins 
to usurp the processes of thought, his book may not be 
popular, for (taking up his quotation from Lord Acton) 
“ few discoveries are more irritating than those which expose 
the pedigree of ideas.”’ It is none the less necessary. 

The thesis that our post-war attitude to international 
politics was—along with so much in our liberal tradition—a 
direct inheritance from the peculiar political and economic 
circumstances of the previous century is not entirely original. 
Others have established this particular pedigree. What is new 
is the cogency, one might almost say ruthlessness, with 
which the provenance of the pedigree is hammered home. 
The world of the nineteenth century, in which “ enterpris- 
ing individuals could solve the economic problem by migra- 
tion, enterprising nations by colonisation” and “ expanding 
markets produced an expanding population and population 
in turn reacted on markets” gave rise to a belief in the 
automatic harmonisation of interests, which even in its later 
modification (via Darwin) to a “ harmony of interests among 
the fit,” did provide political thinkers with the basic assump- 
tion that what was good for one was necessarily good for 
all, even though—in achieving that good—the weak were 
“ eliminated,” went to the wall. This conviction bred a facile 
acceptance of the view that the domination of any one par- 
ticular group was in the interests of international society as 
a whole. World peace, world order, world security were 
bound up with the preservation of French or British or 
American or Anglo-Saxon hegemony—which, in a sense, was 
true, but not in the sense iptended by British or American 
or (less frequently) French statesmen. It is arguable that the 
world is ‘better for our hegemony—Professor Carr inclines, 
on empirical grounds, to believe so. But the belief must be 
based on a realisation that it is our hegemony and not world 
peace in which we are primarily interested. 

Yet it would be misleading to suggest that Professor Carr’s 
attitude is purely critical. Time and again a conclusion 
pushed to an extreme in one section is balanced and modified 
in the next. The necessarily negative flavour of a critical work 
is constantly offset by real contributions to constructive 
political thought and by a real appreciation of the réle of 
ideals. Nevertheless, in spite of the balance and sweet reason- 
ableness of the argument, one is haunted by the feeling that 
something is lacking and that it is not the compelling nature 
of the matter so much as the compelling nature of the argu- 
ment that has dictated the type of simplification introduced 
and the choice of examples”’The analysis is brilliant; it is 
not so easy to say whether it is profound. It is entirely at 
‘ease among the strangely inconcrete fabrications of our post- 
war utopianism, but not so happy in the concrete and 
irrational despair which has followed the Utopia’s collapse. 
One has the impression of seeing the day before yesterday 
abolished with the weapons of the day before yesterday, It 
is thus not surprising that the book should be least satis- 
factory in the sections which deal with the post-Utopia. Pro- 
fessor Carr quotes with approval Dr Niebuhr: “ The truest 
visions . . . are illusions which may be partly realised by 
being resolutely believed.’” We live in an age of mass con- 
versions, but Hitlerism has little place in the rationalist 
Critique, It is against this background that the insufficiencies 
of the work stand out, and they cannot be altogether excused 
on the grounds of its purely critical approach. Criticism 
need not only dissect. It can also illumine, and it is for this 
quality of light that the reader is likely to look in vain. 


* The Twenty Years’ Crisis.” By E. H. Carr. Macmillan 
307 pages. 10s. 6d. . : 








Shorter Notice 


‘“‘ Minerals Yearbook, 1939.’? Bureau of Mines,* United 
States Department of the Interior. Published by the 
Superintendent of Documents, Washington, D.C. 
1437 pages. $2.00. 

The “Minerals Yearbook” published by the Bureau of Mines 
of the United States Department of the Interior, is the most 
comprehensive reference work on minerals. There are a 
number of excellent statistical yearbooks on minerals such as 
that published by the Imperial Institute. But the “ Minerals 
Yearbook ” is not merely a repository of statistics, but con- 
tains a fairly detailed and expert account, copiously illustrated 
by charts, of the latest developments in production, trade 
and prices. Moreover, the “ Minerals Yearbook” has the 
advantage of being up to date with its statistics. And it is also 
topical. The latest issue, for example, contains a useful chap- 
ter on the supply of minerals in Germany, Poland, Hungary 
and Italy. It is shown how far Germany depends on foreign 
supplies and what she has gained by the annexation of Austria 
and the Czech provinces of Bohemia and Moravia. The 
“ Minerals Yearbook” also gives details of an Act passed 
in the United States in June, 1939, providing for the ex- 
penditure of $100 millions during the four years ending 
June, 1943, for the acquisition of a reserve of commodities 
in which the United States is deficient. Ten of the seventeen 
commodities included in the list of strategic materials aré of 
mineral origin; they include aluminium, antimony, 
chromium, manganese, mica, nickel, quartz crystal, quick- 
silver, tin and tungsten. For an introduction to the strategy 
of minerals it would be difficult to lay our hands on a 
better source than the “‘ Minerals Yearbook.” 


Book Received 


Key to War Taxes. (London) Taxation Publishing Co., Ltd., 
First Avenue House, W.C.1. 160 pages. 3s. 6d. net. 


How to Pay for 
The War 


AN ESSAY ON THE FINANCING OF WAR 


E. F. M. DURBIN 


Author of Purchasing Power and Trade Depression 
The Problem of Credit Policy, etc. 


A clear exposition of the problems of 
war finance, the result of a collaboration 
between the well-known economist, E. 
F. M. Durbin and practical financial 
experts. It deals with the pressing 
problems of taxation, industrial control, 
government borrowing and monetary 
expansion, and suggests a_ practical 
programme that would enable this 
country to command a large part of its 
industrial resources with the minimum 
of friction and the least burden upon 
future generations. 


“One of those books which make 
the reviewer wish that it were possible 
to push one through every letter-box in 
the land.” The Spectator 


3s. 6d. net 


ROUTLEDGE 
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WO days before the outbreak of war the Minister of 
Transport assumed control of the main-line railways, 
London Transport and five other railway undertakings in 
this country. At the same time, he appointed as his agent 
a Railway Executive Committee, which during the past 
four months has carried out its tasks efficiently, under 
difficult working conditions. The promptitude with which 
the Minister of Transport acted before the outbreak of war 
has not, unfortunately, been matched by equal despatch 
in concluding financial arrangements between the Govern- 
ment and the companies. Thousands of railway stock- 
holders, whose nominal holdings total £1,100 millions, 
have no more knowledge to-day than four months ago of 
their financial expectations in wartime. The home railway 
market has lost its power of periodical optimism. Nothing 
is known of the state of negotiations between the com- 
panies and the Government. One thing only is certain: 
published estimates of the outcome of the negotiations are 
so much at variance that the stockholder would do well to 
rely on none of them. 

Wartime financial arrangements for the railways have 
been discussed mainly as a matter of compensation. This 
is a fundamental misnomer. There is no defect in the gross 
revenue position which calls for “ compensation.” Owing 
to the suspension of traffic returns at the beginning of the 
war the present traffic position cannot be stated in finan- 
cial terms. But an enormous increase in merchandise traffic 
has occurred. Gross receipts of the four main-line com- 
panies for thirty-four weeks to the end of August were 
23 per cent. higher than for the corresponding period of 
1938. The subsequent increase in traffics has almost cer- 
tainly restored the 1937 revenue position, and figures even 
better than 1929 are probably just around the corner. 
The idea of “ compensation” is a legacy from the Great 
War, when the position was different in two respects from 
what it is to-day. First, the railways were then actually in 
the possession, and operated for the account of, the 
Government—now they are merely under official control. 
Secondly, in 1914-18 the wartime earnings of the railways 
were below the pre-war level. So far in this war they 
have been higher. Furthermore, the control is more 
wieldy; in 1914, before grouping had occurred, the 
Government had to take possession of no less than 135 
undertakings. Since 1914 the principle of Standard 
Revenue has been embodied in the Act of 1921, and on 
this occasion, unlike the Great War, Government traffic is 
being paid for. In 1914 the original compensation agree- 
ment was based on the understanding that compensation 
would cover payments for military and naval transport, on 
terms providing for a guarantee of the net receipts of 1913. 
No immediate pre-war year compares with 1913, when 
railway prosperity was at a secondary peak, which was not 
surpassed until the middle ’twenties. But the possibility is 
that Standard Revenues might be achieved by Southern 
and Great Western at the present rate of progress within a 
comparatively short time. 

How far should railway stockholders share in the 
improvement in net revenues which has resulted, in large 
part, from the war? That is the question, and it is some- 
thing quite apart from compensation. First, let us consider 
the significant figures. For the four main lines Standard 
Revenues total £51.4 millions. In 1929 the companies 
achieved total net revenues of £45 millions, and their 


THE BUSINESS WORLD 


Railway Finance in War 





January 13, 1940 









average net revenues for 1936-37—that is, the profits 
standard for E.P.T. purposes—amount to £36.8 millions. 
The 1938 figures were not satisfactory, but already by 
the spring of 1939 weekly “ minuses ” were giving way to 
“ pluses ” in the traffic returns. Stockholders are entitled 
to any natural improvement in traffics of this sort. Their 
“ Square Deal” claims, already recognised in principle 
before the outbreak of war, must also be taken into account, 
though the precise value of benefits which would have 
accrued only over a period of years is obviously con- 
jectural, But there is enough in these two points to support 
the view that a settlement involving the limitation of net 
revenue to the 1937 level, or to an average of two or more 
recent years, would be unfair, just when the amount of 
work performed by the companies has already reached 
record levels. At the other extreme, can the claim that the 
railways have an unqualified right to Standard Revenue in 
wartime be conceded without close examination? 

A variety of tests involving the transport user, the rail- 
way worker, the railway stockholder and the Government 
itself can be applied to this proposition. The Standard 
Revenue provisions have always been a contingent liability 
for the transport user, for if the companies could make 
their case to the Railway Rates Tribunal that any defi- 
ciency in revenue was not due to want of efficiency or 
economy they could always ask for power to increase 
charges. They did so in 1937 for the first time, so that 
the powers conferred by Sectfon 59 of the Act are not in- 
effective. On the other hand, these powers have not sufficed, 
in the years since 1928, to ensure that the railways should 
receive Standard Revenues. Again, assuming that Standard 
Revenues were a permissible objective, the level of gross 
receipts required to achieve them in wartime would 
obviously be affected by increases in operating costs. Are 
specific increases in costs to be regarded as justifying in- 
creases in rail charges, which themselves would act as a 
powerful lever in forcing the cost structure still higher? 
Already by no means the whole increase in gross receipts, 
compared with 1938, is being saved “net.” The railway 
worker has been awarded increased wages involving {1 
million annually, and cost of living adjustments account 
for £14 millions more. The cost of coal and other materials 
has already substantially increased, and the probability of 
further cost increases—not omitting A.R.P. and lighting re- 
strict'ons expenses—is strong. There is a conflict between 
the idea of the railways as a public service, which would 
keep charges down to the practicable minimum in wartime, 
and as ordinary trading concerns anxious to secure the best 
return on their capital. In general, if the experience of the 
Great War and the early twenties is any guide, it would 
hardly be sound policy to hold railway rates down to the 
pre-war level when every other form of price is rising. But 
the adjustment-of charges to wartime increases in costs, if 
based on no other criterion than the achievement of Stan- 
dard Revenue, would adversely affect cost conditions 
throughout our economic life. Would the public welcome 
such increases if it knew that they were intended to provide 
earnings for the railways unknown in recent years of peace? 
Would the railway employee be content with a moderate 
increase in pay? Even without any increase in charges, 
would the achievement of Standard Revenues, or unusually 
high revenues, as the fortuitous consequence of war, be 
publicly welcomed? Finally, would the railway stockholder 
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be content if earnings on his capital were reduced because . 


all other industries had passed on increased costs to the 
railways, as Consumers? 

There is, unforiunately, no practical or normative pre- 
cedent which can be applied to the railways’ situation. ‘1 he 
Government might claim, for example, that since gross 
receipts were rising as a result of increased Government 
traffic, it was entitled to a rebate. But if it participated in 
gross receipts, and at the same time acquiesced in the 
principle that the railways could adjust their charges to 
bring in Standard Revenue, it would, in effect, be using 
railway charges as a medium of taxation, and the im- 
propriety of that course needs no emphasis. And running 
through the whole context of the argument, there is a 
legitimate doubt whether railway stockholders in recent 
years have placed much hope of salvation in the Standard- 
Revenue provisions. They are still good law; but they have 
never been an economic reality. 


In cases of this sort, decisions are usually reached by 
compromise rather than the application of strict principle. 
In such a compromise, the right to Standard Revenue, 
which contemplates a return of 4} per cent. on railway 
capital, could be respected, without being necessarily en- 
throned as a wartime objective. Further, the railways, in 
presenting their case, have presumably paid regard to the 
possible difficulties which may follow the conclusion of the 
war. Again, certain problems are involved in “ control,” as 
distinct from “ possession,” and particularly in the three- 
decker system of control headed by the Minister of Trans- 
port, with the Railway Executive Committee as the filling 
of the sandwich, and the railway boards as the last layer. 
The railways are subject to the dictates of the Minister, and 
are anxious to provide the maximum contribution to the 
war effort. But they could hardly be blamed for a certain 
concern in a situation where their entire resources are at 
the disposal of the Government, although their responsi- 
bilities to their stockholders have in no whit been 
modified. Problems of wartime capital expenditure might 
clearly involve a conflict of interest, and there is also the 
open question of damage by enemy action. 


At present the home rail market can hardly be said to 
discount success for the railways in any maximum claim. 
It is possible to compare relative prices, if not the 
absolute level of the stocks, by testing them against 
potential earnings, assuming various forms of settlement. 
In the following table we have calculated percentage earn- 
ings for the marginal stocks. E.P.T. has been allowed for 
on two alternative bases, a “ profits standard” of 1936- 
1937, and a “ capital standard ” of 6 per cent. on ordinary 
capital. The percentages under each hypothesis relate to 
(1) standard revenue, (2) 1929 net revenue, (3) the average 
net revenue of 1936-37, and (4) the average of (1) and (3). 
The table follows: — 


RANGE OF POTENTIAL EARNINGS 


Assuming 6 ver cent. on Ord. 
Capital E.P.T. Standard 


Allowing for E.P.T. on 
1936-37 profits basis 











= On 
vge. Oo Avge. 
On Stand in n_ | Stand 
On Avge. Avge. . 
Stand. | 1929 |1936-37| Rev- | stand. | 1929 |1o36-37, Rev. 
Rev. | Rey, | Net 1036"37 Rev. | Rey, | Net |y930457 
ev. 
Rev. Net Rev. Net 
Rev. | Rev. 
LMS, , 70 % % % % % | % % 
rd, 4:0 1-6 1-4 1-6 6:4 4:6 “4 3: 
L.N.E. | } P 
4% 2nd | 
Pref.... | Full | 3-4 1-2 3-0 | Full | Full | 1-2 | Full 
5% Prf. 
Ord. ... 1-0 Nil Nil 





Ord. . ( i il | Nil | Full 
gbetOr. | Nil | Nil 7 4:7 


Ord... | 55 | 5-2 | 3-8 
Def....| 1-9 | 1-2 | 1-0 


4:3 | Nil | 2:3 

Nil | Nil Nil 
| 

46 | 68 | 66 | 3:8 ' 5-9 


1-4 3:2 15 | 1:0 | 2-1 
| | 








First, there is the major uncertainty regarding the rail- 
ways’ treatment for E.P.T. Taking the more favourable 
assumption that they will rank for the 6 per cent. capital 
standard, on the ground that revenues were unusually 
depressed in the base period, it is instructive to set the 
results obtained against the current market quotations for 
the marginal stocks. L.M.S. ordinary stands at 133 and 
L.N.E.R. second preference stock at 13. Their equivalence 
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is justified by the figures, but their actual prices bear no 
relation to the optimum earnings estimates shown in the 
second section of the table. If the market is right in refus- 
ing to pay more for these conjectural benefits, to which 
it has no real guide, of course, is it still right in main- 
taining Southern deferred, whose expectations are smaller, 
at 134? On the other hand, the least optimistic assumption 
gives Great Western ordinary a potential earnings yield of 
103 per cent. at the present price of 374. Generally, the 
conclusion appears to be that the market is making no 
attempt to discount the possibility of a reasonably favour- 
able settlement. At the same time, the most secure prior 
charges, whose fate cannot be affected by the present 
negotiations, have not kept in step with the advance in 
gilt-edged prices. 

There is, accordingly, ground for hope on the part of 
the railway stockholder, although his patience may have 
been tried by the long delays of the past four months. 
We have suggested that the case is one for compromise. 
and that even if the attainment of Standard Revenue is 
perfectly legal, it is probably inexpedient. ‘1 his conc.usion 
would involve the temporary concession of a valuable 
principle on the part of the railways, which would deserve 
recognition. Railway managements are protably anxious 
regarding the post-war position of the companies. And if 
they have in mind the nationalisation suggestions recently 
put about, they would naturally be concerned to ensure 
that any wartime settlement (which would probably be 
used as a basis for compensation) dealt fairly with their 
stockholders. 

In sum, the criteria of wartime railway finance appear 
to be three: the maintenance of charges at the lowest 
economic level; assurances by the Government regarding 
capital expenditure or loss due solely to control; and the 
reward of stockholders on a basis which takes fair account - 
of their expectations in peace, and of the wartime use of 
their property. Perhaps the nearest estimate of a figure at 
which any outside observer can arrive is that it should lie 
somewhere in the range between the £37.9 millions earned 
in 1937 and the Standard Revenue of £51.4 millions. 


THE LEGAL & GENERAL 
ASSURANCE SOCIETY 


announces that the 


WAR RISKS 
EXCLUSION CLAUSE 


now common to all new Whole Life and Endowment 
Assurances 


CAN BE WAIVED 


by the payment of a moderate extra annual premium 
.in respect of the following categories : 


MEMBERS OF H.M. FORCES AND ALL CIVILIANS 
BOTH MALE AND FEMALE IRRESPECTIVE OF AGE: 


An extra of £1 per annum S i. sum assured for a fixed 
ar Ris 
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on a recognised air route within the United Kingdom. MALE 
CIVILIAN LIVES OVER 40 YEARS OF AGE AND ALL 
FEMALES: An extra of £1: 1 : 0 per annum per £100 sum 
assured to cover War Risks both at home and abroad provided 
that at the time the proposal is made there is no prospect of 
leaving the United Kingdom. 


The Society is also prepared to consider covering War Risks 
both at home and abroad in respect of male civilian lives under 
40 years of age, cach proposal being considered on its merits. 
Life Assurance is more necessary to-day than ever before. 


Do not delay in providing your dependants with the fullest 
protection. 
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LEGAL & GENERAL 
ASSURANCE SOCIETY LTD. 


ALDWYCH HOUSE, ALDWYCH, LONDON, W.C.2 


Established 1836 Assets exceed £47,000,000 
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The Monetary Alliance 


HE monetary agreement between France and Great 
Britain signed last month by M. Paul Reynaud and 

Sir John Simon has let loose a flood of generalisations 
which is in striking contrast with the meagre attention 
aroused by the more specific technical problems of its 
mechanism and of its direct implications on the currency 
policy of the two countries. We have heard much of the 
potential of an alliance between the currencies of peoples 
inhabiting one-third of the world’s surface. We have heard 
the agreement praised as the nucleus of a new inter- 
national monetary order. We have, on the other hand, 
heard little of the exact scope of the agreement, of the 
mechanism by which it will function, of the effect it may 
have on the ultimate backing of the two currencies con- 
cerned, of the responsibilities for co-ordinated credit 
policy which it imposes on the French and British 
authorities. ; 

The agreement falls into two parts. In the first place, it 
stabilises the franc-sterling rate at its present level of 
around 176} francs to the £ until six months after the 
signature of the peace treaty that will emerge from the 
present war. In the second place, it sets up an unlimited 
clearing account for the settlement of the transactions 
between the franc and sterling groups of countries. How- 
ever much that account may fluctuate, whatever balance 
may accumulate in favour of one or the other party, it 
will not be settled by means of actual transfers of gold 
until, six months after the peace treaty, a final balance is 
struck and the method of settlement discussed. Ancillary 
to this agreement is the undertaking by both countries to 
undertake no foreign borrowing operation except in com- 
plete co-operation with the other. Finally, within the 
scope of the clearing there fall the technical aspects of 
the agreement between the two countries to share certain 
joint expenses in the ratio of 3:2 as between Great Britain 
and France respectively. In so far as those expenses are 
met in the currencies of the two countries (the cost of the 
Polish army in France, for example) they will be charged 
in this proportion to the clearing account. In so far as they 
involve a draft on the foreign currency or gold reserves of 
the two countries (financial help to friendly foreign Gov- 
ernments) they will be charged to the reserves also in this 
proportion. 

It is on the question of the scope of the clearing agree- 
ment that most misconception has arisen. It may be well, 
therefore, to define what that scope is. The agreement 
covers all expenses of either Government in the other’s 
currency domain. All purchases of raw materials by the 
French Government from the British Empire (except 
Canada) will be credited in francs or sterling to the British 
side of the clearing—the choice of currency will be 
immaterial given the rigidity of the ratio between them. 
Similarly, the expenses of the British Expeditionary Force 
in France will be credited to the French side of the clear- 
ing. These Government transactions, whether for military 
or civil objectives, whether for their own requirements or 
for those of third parties (under the 3:2 provision) will be 
the first and probably the main charge on the clearing. 
But it will also cover all purchases made by the private 
concerns of one country in the currency area of the other. 
The French tyre manufacturer who purchases rubber from 
Malaya and the Englishman who obeys the injunctions to 
drink more French wine will both be contributing on their 
respective sides to the Anglo-French clearing. What the 
agreement does mot necessarily cover is purchases made by 
France in terms of sterling, but from countries outside the 
Empire. The fact that sterling is still a world currency, in 
terms of which exports are invoiced from such countries 
as Argentina and Brazil, may have conveyed exaggerated 
ideas as to the scope of the agreement. If France, for 
example, buys meat from the Argentine on the basis of a 
sterling quotation, it does not follow that payment is 
necessarily expected in sterling; and in any case France 
must effect the payment directly and cannot charge it to 
the clearing account. It is contemplated, however, that if 


either country has a credit balance in some neutral country 
it would be made available to the other. Thus if, in this 
example, Great Britain held a balance in Argentine pesos, 
France would be able to buy part of this balance through 
the clearing. 

The French purchases from the sterling area will be 
compensated against the British purchases from the franc 
area. Until six months after the signature of the peace 
treaty there will be no question of settling the net balance 
of this account by transfers of gold. If the account yields 
a surplus of francs (if France buys more from the sterling 
area than we buy from the franc area) these francs will 
accumulate at the credit of the British Exchange Equalisa- 
tion Account. If, on the other hand, there is a surplus of 
sterling (as is at present the case) it will be held as such 
by the French Stabilisation Fund. No interest is to be paid 
on these balances. © 

How is the clearing likely to work out? A glance at the 
experience of 1914-18 may provide a rough guide as to 
what is likely to happen under not altogether dissimilar 
circumstances during the present war. ‘ihe end of the 
earlier hostilities saw France indebted to this country to 
the tune of £346 millions, a sum which was to be in- 
creased to £653 millions by the time the funding agree- 
ment was signed in 1926. Does this suggest that a war of 
equal duration would see the backing behind the pound 
sterling represented as to the equivalent of, say, £400 
millions by a holding of French francs? It does not. The 
bulk of the war debt owing by France to Great Britain 
at the end of the last war represented moneys originally 
borrowed by us in the United States and re-lent to France 
before the United States entered the war. After April, 
1917, France had direct entry to the capital market in the 
United States. The funds raised both by direct and in- 
direct borrowing were primarily intended to pay for pur- 
chases made in the United States. The visible balance of 
trade between Great Britain and France admittedly moved 
appreciably in our favour during the last war. Our exports 
to France for the four years 1915 to 1918 averaged 
£106,582,000 per annum, as against a figure of 
£32,396,000 for 1913. On the other hand, our imports 
from France, which amounted to £49,498,000 in 1913, 
averaged a mere £33,614,000 for the period 1915-18. This 
shift was, however, largely compensated by the expenditure 
of the Expeditionary Force in France, and the balance of 
payments as between the two countries was not distorted 
out of recognition by the war. If the experience of the Jast 
war is to be repeated—however approximately—in this, 
the main shift in the current of international payments 
will again be in favour of the United States. That change 
will, as far as can at present be foreseen, be reflected not in 
the piling up of a vast new superstructure of international 
debts, but in the partial liquidation of the substantial 
reserves of gold, dollar balances and dollar securities which 
the Allies are fortunate enough to possess. 

The agreement has, in fact, begun in a manner that 
suggests a clearing balance adverse to Great Britain, 
given a comparatively short war. In the first place, it 
should be realised that the undertaking not to transfer 
gold as between the French and British Exchange Funds 
seems to have become effective soon after the outbreak 
of war and well before the monetary agreement was 
signed. A considerable amount of French capital re- 
mained in London last September and has for the most 
part been repatriated over the past four months. This 
movement has led to the crediting of a substantial amount 
of sterling to the French Stabilisation Fund. The clearing 
thus starts with an appreciable balance against us, a bal- 
ance representing capital movements and which in the 
normal course would have been immediately converted 
into gold. It provides a reserve out of which France 
should be able to meet her sterling payments in the com- 
ing months. For the time being, however, it is probable 
that the account is still running against us. The initial 
expenses incurred in France by the British Expeditionary 
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Force have been considerable. Indeed, they have startled 
and impressed the competent authorities in Paris, where 
rumours have been heard that the British troops must be 
papering their billets with Bank of France notes. 

As for the future, it is evident that France will on 
balance require more from the sterling Empire than it 
can sell to it. On the other hand the expenditure of the 
Expeditionary Force is bound to grow and the 3:2 ratio 
applying to certain joint expenditure will act persistently 
towards a levelling of the account. Nor should it be for- 
gotten that France has started the clearing with an advan- 
tage other than the initial accumulation of a sterling 
balance. It lies in the fact that the rate of exchange of 
1764 francs to the £ moderately undervalues the franc 
and overvalues sterling. The disparity between this rate 
and the economic parity may indeed widen appreciably 
if we in this country allow the drift towards higher wages, 
costs and prices to continue while in France they are held 
in the rigid vice of a mobilised economy. 

The final and most important aspect of the problem 
set by the agreement is that of greater cohesion of 
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economic policy between the two countries. The ebb and 
flow of the clearing account will by-pass the credit sys- 
tems of the two countries and will not provide a mechanism 
comparable with that of the gold standard for ensuring 
appropriate adjustments of credit policy. The need for 
cohesion of policy will have to be watched with all the 
greater keenness because it will be blurred by the restric- 
tions on exchange transactions imposed by both coun- 
tries. These restrictions at present apply with as much 
severity to the interchange of francs and sterling and to 
movements of capital between the two Allied countries as 
they do to the conversion of ore of these currencies into 
that of a neutral. This temporary paralysis of the com- 
pensatory mechanism provided by free exchange and 
capital markets would for a considerable time allow of 
wide variations between the rate of exchange and the 
economic parity. But the penalty for allowing such abnor- 
malities would have to be paid sooner or later. The 
problem of ensuring the co-ordination of the High Econo- 
mic Command should therefore be tackled with far greater 
vigour than has yet been apparent. 


Finance and Banking 


Closer Exchange Quotations.—The Bank of 
England decided on Monday to narrow the spread 
between buying and selling rates on all currencies which 
it quotes officially with the one exception of the Canadian 
dollar, where the margin remains at the inordinately wide 
figure of 4 cents, or nearly 1 per cent. The New York rate 
has been narrowed from 4.02-4.04 to 4.023 to 4.034, the 
middle price remaining at 4.03. In the case of the French 
franc the process has gone further, the quotation narrow- 
ing from 176-177 to 1763-1763. In this case it will be 
seen that the narrowing of the range of prices has gone 
with a slight shift of the middle price, the new figure of 
176§ comparing with the former 176}. It is at first sight 
rather surprising that the movement should be in this 
direction, seeing that for the time being the trend of 
Anglo-French payments is in favour of France and not 
of this country. The adjustment, however, is but a re- 
sponse to the prevailing rates for sterling in France where 
the middle price has for some time past been 50 centimes 
above the London middle price, namely, at 177 as against 
1763. This disparity, which could not have endured for an 
hour under a free market, has now disappeared. For the 
rest, the official rates as quoted in London this week show, 
in addition to some narrowing of the spread, a slight move- 
ment in favour of sterling. The two phenomena must not, 
however, be linked. The first is due to decisions taken by 
the Bank of England quite independently of the trend in 
the exchange position. At the beginning of the exchange 
regulations wide prices were quoted in order to cover the 
problematical expenses of instituting the system of control. 
The range of quotations—many times that which obtained 
under free market conditions—penalised traders in the 
export and import markets and fell with particular severity 
on firms with a large foreign exchange turnover. Now that 
the control scheme has got into its stride, it is desirable 
that the spread between buying and selling foreign ex- 
change rates should be reduced to the minimum com- 
mensurate with the need for covering costs. There can be 
no valid reason for subsidising the Treasury via the Ex- 
change Equalisation Account from the proceeds of our 
overseas trade. Even allowing for the higher costs of a 
bureaucratic exchange market, that minimum of price 
differentials does not appear to have been reached yet. 
There is still room for narrowing the spread of rates. The 
other phenomenon, the slight shift of rates in favour of 
sterling, is in part due to the tightening of the exchange 
— which came into operation at the beginning of this 
week. 


* * * 


Sterling Payments Abroad.—The new regulations 
which came into operation at the beginning of this week 


impose greater restrictions on the transfer of sterling to 
the accounts of non-residents. These are the payments 
which require the authorisation of form EI. The list of 
banks authorised to approve applications on EI forms 
has been extended well beyond the confines of banks 
authorised to deal in foreign exchange, and now includes 
all the important merchant banks and acceptance houses in 
the City. For the banks’ guidance, the transactions which 
may be approved without reference to the Bank of 
Engiand have been enumerated under ten headings. Previ- 
ously the only assurance that had to be given by the appli- 
cant on form EI was that the payment he proposed to 
make did not contravene the foreign exchange regulations. 
Under the new procedure the application must refer to a 
specific payment and the approving bank must satisfy itself 
by procuring documents or other justification as to the 
bona fides of the application. One of the interesting results 
of the clearer definition of the operations permissible under 
form EI is that we now have definite data as to the type 
of operation which the authorities are prepared to see trans- 
acted through the unofficial sterling exchange market— 
since it may be assumed that payments in sterling to non- 
residents will ultimately feed that market. Thus, insurance 
premia in respect of policies taken out before September 
3, 1939, may be settled through this channel. So may 
reasonable travelling expenses up to £150 in respect of 
bona fide business trips. So may rents and mortgage in- 
terest on property owned by or due to non-residents under 
trusts executed before the war. The result of specifying the 
types of payments that may be made by way of form EI, 
instead of relying on the previous negative formula, has 
‘been to dam quite appreciably the volume of sterling 
payments to non-residents, which is the main channel 
through which the free market is fed. This is no doubt one 
of the factors responsible for this week’s appreciable re- 
covery of sterling in the New York market, where the free 
rate has moved to 3.96, or a mere 1} per cent. below the 
official parity. 


* * * 


The Discount Market’s Year.—The discount market 
has signalised its return in 1939 to something approaching 
genuine bill business by enjoying the most profitable year 
it has had since 1935. Virtue thus goes rewarded. In the 
case of Alexanders the increase in the net profit is from 
£154,500 to £177,000. The Union Discount, on the basis 
of the preliminary figures, shows an increase of about 
£13,000; while in the case of the National Discount the 
figure for 1939 is likely to be slightly higher than for 1938. 
The figures understate the improvement, since the 1938 
result for Alexanders was arrived at after the inclusion 
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of a transfer of £300,000 from investment reserve. Up 
to the time of wriung only one of the companies, namely 
Alexanders, has published its year-end balance sheet to 
verify the trend of the discount market’s operations during 
the year. It is a trend which has been widely suspected and 
these anticipations are wholly verified by Alexanders’ 
figures. These show a fall in investments of £3,920,000 over 
the year and a corresponding increase of £3,992,000 in the 
net bill holding. There is no reclassification of short- 
dated bonds as between the investment and bill portfolios 
to account for this change, which is likely to prove typical 
of the experience of the discount market as a whole. The 
market saw the red light in the autumn of 1938 and began 
then the task of unburdening itself of some of its unduly 
inflated investment holdings. That process went a good 
deal further in 1939 than in the previous year. Last year, 
moreover, must have been a poor period for jobbing in 
gilt-edged stocks, a fruitful channel of profit up to 1937. 
The main source of increased profits last year was bill busi- 
ness—which now more than ever means Treasury bills. 
More bills were issued and the fluctuations in the rate of 
discount inevitably made for larger profits than could be 
earned when the rate stayed put for years on end. Of the 
big rise in rates in-August and of the relapse in October, 
the market had reasonably intelligent anticipation. It would 
therefore be untrue to say that the automatic profits made 
on the downward movement merely counterbalanced the 
equally automatic losses made when rates rose. The mar- 
ket, being more or less prepared for both movements, had 
quite wisely adjusted its position correspondingly. Its 
holdings of bills were allowed to run down substantially 
when every factor in the position suggested an increase in 
rates, and similarly when the boot was on the other foot 
and rates fell, the bills carried by the market had been 
allowed to accumulate to an unusually high level. Quite 
apart from the exercise of intelligent anticipation, this 
course was almost forced on the market by the fact that 
it was when the period of falling rates had been attained 
that the big expansion in Treasury bills issued by tender 
was in full swing. 


MONEY MARKET 
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Apart from the exceptional profits made possible by the 
fluctuating state of the discount rate, the market was able 
during the greater part of last year to establish a some- 
what wider margin between the rate at which it obtained 
its bills at the weekly tenders and the rate at which it 
re-sold the “tepid” bills to the clearing banks. On the 
volume of bills now passing through the market that margin 
need not be substantial to bring in quite appreciable 
profits. With the discount market syndicate’s weekly quota 
of £50,000,000 and allowing an average allotment of 50 
per cent., the turnover of Treasury bills alone would 
amount to £1,250 millions per annum. Assuming that these 
bills are re-sold to the banks after being held on an 
average for a fortnight, a turn of 1/16 per cent. would 
bring in an annual gross revenue of close on £190,000. 
With the volume of Treasury bills still expanding—con- 
trary to all seasonal precedents—and with the possibili- 
ties of further reductions in the basis of discount rates. 
the outlook for the discount market in 1940 is undoubt- 
edly promising. The only threat to profits is the possi- 
bility of the sheer weight of money forcing the discount 
rate once more below the banks’ short-loan rate. 


* * * 


Cash Silver’s Premium.—For the first time since 
last November the price of spot silver in the London market 
has this week risen to a premium over the forward quota- 
tion. Until Thursday, when the two prices levelled up at 
22}d., this premium stood at ;};d. At the same time there 
had been a tendency for both prices to rise towards the 
figure of 233d., at which the Indian Government, the only 
substantial holder of silver in London, is prepared to make 
metal available to the market. The reason for this week’s 
exceptional strength of the spot price has been the decision 
by a number of Indian operators who had forward pur- 
chases of silver running in this market to anticipate their 
contracts, take up spot metal and ship it to India. It was 
estimated about three weeks ago that the bull position in 
silver built up in London by Indian operators amounted 


NOTES 


THE chief movement among the offi- 
cially quoted exchanges is the narrow- 
ing of the buying and selling margins, 
which occurred on Monday and which 
is discussed in a Finance Note. The 
depreciation which took place in belgas 
as a result of this change was partly 
cancelled on Wednesday when the rate 
came back to 23.85-24.00. Among un- 
official rates Italian lire and Danish 
crowns cheapened on Wednesday, thus 
reflecting the stronger tone of sterling 
in New York. The Shanghai dollar has 
improved very slightly from 43d. to 
4id., but Finnish marks have been 
rather more offered at 225m. The 
Swedish banks have now decided upon 
the principles they will adopt for their 
sales of foreign exchange. Importers 
may continue to buy foreign ex- 
change, and foreign depositors may 
draw their money without hindrance; 
but Swedish subjects will be refused 
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permission to transfer their capital 
abroad. 
* 

In the money market the tendency of 
rates has again been easier, as was fore- 
shadowed by the fall in the average rate 
of discount at last week’s Treasury 
tender to below 14 per cent. In spite 
of the heavy tax payments, indicated by 
the increase in public deposits at the 
Bank of England, the clearing banks 
have been good buyers of bills and have 
reduced their buying rate for March 
maturities to 1-4, per cent. Market 
houses, however, have not been ready 
sellers, as they hope that rates will be 
reduced still further, though in view of 
the big allotment quota, amounting to 
63 per cent., which the syndicate 
secured at the Treasury tender, their 
supplies of bills must be adequate to 
meet the banks’ demands. There has 
also been a bigger inquiry for bills from 
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non-clearing quarters, whose plentiful 
supply of funds is shown both by the 
increase in total applications at the 
Treasury tender to £104 millions and 
also by the fact that advances against 
bonds have been available from them at 
} per cent. 
* 


The Bank Return shows that the 
note circulation is back to its lowest 
level since December 6th, the fall on the 
week being £11.1 millions. This has 
compensated bankers’ deposits for the 
transfer of tax moneys which has raised 
public deposits to £27.9 millions. Gov- 
ernment securities show a big drop, as 
the bills bought to ease the credit 
position a few weeks ago are now reach- 
ing maturity; and other deposits are 
back to where they were a fortnight 
ago, the special factor which increased 
them last week having been corrected. 


THE BULLION MARKET 
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to some 5,000,000 ounces. Since then it has been appre- 
ciably reduced both by the sales, which two to three weeks 
ago were depressing the price here, and also by shipments 
to India, which over the past fortnight have been running 
at the rate of about 1,000,000 ounces a week. With this 
speculative stock removed from the market it is evident 
that the market will in the near future come to depend 
almost exclusively for its supplies on the stock of the 
Indian Government. This should mean a return of the cash 
price to the neighbourhood of 234d. Since Thursday of 
last week it has travelled from 215;d. to 224d. on the way 
to that destination. 


* * * 


Bank Clearings.—The Bankers’ Clearing House has 
now issued a statement of bank clearings for 1939. Since 
for the last two quarters of the year the metropolitan and 
country cheque clearings ceased to exist as separate clear- 
ings, it is only possible to compare the total with previous 











1937 1938 1939 
London clearings (£ millions) 
TOWN ......0008 palisineees 36,719 33,862 
Metropolitan ............ 2,162 2,075 
Country .......ccceeceeees 3,805 3,673 
"ROOM  cisssscsccsvess 42,686 39,610 36,642 
Provincial clearings  .......+- 1,472 1,258 1,269 


years. The provincial clearings were discussed in a Finance 
Note last week where it was pointed out that Sheffield’s 
clearing area was reduced early in September, so that the 
total for 1939 given above is not strictly comparable with 
previous years. So far as the London clearings are con- 
cerned, the fall in the total is not unexpected. The quar- 
terly comparisons, so far as they go, are interesting, for 
they show that in the second quarter of the year the fall in 


an 





COMPARISON OF 1939 WITH 1938 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 
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Metropolitan ...... ‘a an ss os on oan 
Country .......ss00 — ss hh hChCU* 
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metropolitan clearings had been virtually checked and that 
country clearings actually showed an increase, thus pro- 
viding further evidence of the pre-war progress towards 
recovery. The low level of activity on the Stock Exchange 
explains the big fall in the town clearings in the first two 
quarters; and as this factor has continued to prevail it is 
surprising that the total for the last quarter is only 3.7 per 
cent. lower than for the corresponding period of 1938. 


* * * 


Life Assurance New Business.—Life offices have 
already adapted their organisations to war conditions and, 
despite the difficulties caused by evacuation to new head- 
quarters, they are finding that new business is rather less 
hard to obtain than in the first months of the war. That is 
not to say that assurances are now flowing freely to the 
offices—the improvement is based on a comparison with 
the exiguous new business figures for the last quarter of 
1939. If the figures for that quarter were published it 
would be seen that “ decimation” would be hardly too 
strong a word to apply to them. In fact, a number of the 
life oftices, in issuing their usual new business statements 
for the past year as a whole, stated that the entire decline 
for 1939—which, as the accompanying table shows, 
approached 20 per cent—took place after the outbreak of 
war, 
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New Lire AssuRANCE BUusINESS 


(in £’000’s) 
Office 1938 1939 Riseor!) orice 1938 = 1939_—«~Rise or 
Fall | Fall 
Atlas. ...... 4,043 2,975 1,068 || London Life 2,701 2,010 — 691 
Blackburn 341 295* 46 || Manuf. Life 1,105 976 — 4 
5 || Nat. Farmers 676 748 + 72 


Britannic... 3,423 a 


849 |! Mut. Propty. 876 761 
Brit. General 958 385 || 


Peta Ges 


Caledonian 2,103 1,455 648 || N. Prov. Ins. 2,047 1,552 -—- 495 
Canada Life 1,885 1,580 

Clerical Med. 2,665 1,970* 695 || Northern... 1,781 1,326* 455 
Colonial Mut. 2,351 2,404 447 || Norwich U. 11,756 10,00u* — 1,756 
Com. Union 5,991 4,719 — 1,272)| Pearl ...... 8,230 6,661 — 1,569 
Co-operative 3,275 2,675 — 600/||Phoenix ... 4,967 4,000* — 967 
Equitable... 2,029 1,760* — 269|| Prudential... 28,325 25,000* — 3,325 
Equity & Law 3,513 1,848 — 1,665)! Refuge ...... 7,895 6,423 — 1,472 


Friends’ Pr. 
and Cent. 2,655 2,010 -— 645 
General Life 2,611 1,500* — 1,111 


| Royait Exch. 4,359 2,906 — 1,393 
| Royal Lond. 5,526 4,396 — — 


305 || N.B.& Mer. 5,327 5,800* + 473 
| Scott. Amic. 2,131 1,689 — 


Guardian... 1,719 1,363* ~ 356); Scottish Lite 2,315 1,722 — 593 

Law, Union Scott. Prov. 3,159 2,323 — 836 
and Rock 2,811 2,057 -— 754|| Sun Life of 

Life Assn. of Canada... 4,668 4,515* — 153 
Scotland 1,721 1,311 ~— 410/| U.K. Prov... 5,116 4,019 — 1,097 

L’pool & L. || Wes.& Gen. 1,498 1,178 — 320 





&Globe.. 2,851 2,445* — 406|| Yorkshire... 3,030 2,800* — 


L’pool Vict. 3,572 2,630 — 942 | 
Lond. Assce. 2,679 2,100* — 579} Totals.. 161,184 131,109 — 30,075 


* Approximate. 











At the present time the position has so far improved that 
the level of new business may now be estimated at about 
one-third of that of the comparable period a year ago, and 
there is evidence that the improvement will go further. 


* * * 


In considering the present flow of new assurances, how- 
ever, in conjunction with the figures shown above, it should 
be remembered that significance is sometimes attached to 
the magic words “new business” which they do not pos- 
sess. Any life office which has reached a certain stage of 
development should not wish for spectacular new business 
figures, except possibly when interest rates are rising. It is 
undoubtedly desirable that the average sum assured by the 
British public should be increased, but a large influx of 
new assurances may be something of an embarrassment to 
a life office if the new funds have to be invested at declin- 
ing rates of interest. A substantial improvement upon the 
present low level of new business is, of course, desirable; 
but it remains true that even if conditions warranted the 
achievement of further new business records, the attain- 
ment of anything like the massive totals of 1932 to 1937 
carries severe disadvantages when taxation is mercilessly 
reducing the net yield on new investments. It may be that 
the present is not so unfavourable a time for taking out 
a new policy, from the assured’s point of view, as may 
appear to the casual observer. There is a fairly general 
belief among life assurance circles that premiums will be 
revised upwards during 1940. Two or three offices increased 
their schedules of rates on January Ist. Several others are 
now considering whether to do so in the near future, and 
the tendency will probably soon become general, for the 
underlying conditions appear to make higher premiums 
necessary. A person who is contemplating a new assurance 
might therefore do well to accelerate his decision. 





OFFER TO NEW READERS 


Any reader who makes his first acquaintance with this journal 
with this week’s issue is invited to fill up the attached : 
To The Publisher, Economist Newspaper Ltd., 

8 Bouverie Street, E.C.4. 


In order to test the value of your publication | should like you 
to forward it to me by post for the next four weeks. If | then 
decide to become a subscriber, it is understood that there will be 
no charge for the copies thus received, but otherwise | shall be 


willing to pay 4s. to cover the cost. 
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A Waver in Gilt-edged.—Probably the most sen- 
sible conclusion regarding the waver in the gilt-edged 
market this week is that it was probably due in any case. 
The Prime Minister’s picture of war strain naturally im- 
pressed the market, and Mr Hore-Belisha’s resignation 
may have checked the speculator. In any event, Tuesday 
saw a fair volume of speculative selling, just as the end of 
the previous week had witnessed the entry of the specula- 
tive buyer. Such selling involved no change of view re- 
garding the fundamental direction of the market, for 
probably the majority of those who sold slightly-held stock 
left buying limits with their brokers at slightly lower 
prices. The market reacted further on Wednesday, though 
on this day also its behaviour was not suggestive of a 
“ boil-over ” which had terminated a rise for any signifi- 
cant length of time. Thursday was, perhaps, the day of 
oddest contrasts in the week. The market remained fairly 
confident up to noon, reputedly awaiting a reduction in 
Bank Rate, yet within a few minutes of the posting of the 
“No Change” notice, the rise was resumed to such effect 
that gilt-edged closed half a point higher on the day. The 
speculative end of the advance in the Funds is in London; 
in the recent movement, it seems, the country has hardly 
done its bit. This week’s mild shake-out has done no harm 
to the market’s health, though it has caused a further 
reverse in industrial share prices, just as last week they 
were wedded to the rise in the Funds. On Tuesday, War 
Loan marked, perhaps a little freakishly, at 977. On 
Thursday it closed at 963. In some quarters “Par for 
War Loan before an issue ” is the cry, and thoughts are 
going back to 1932 for comforting precedents showing 
the ease with which such a moderate gap can be bridged. 


* * * 


Gilt-Edged Precedent.—lIt is indeed instructive to 
compare the recent progress of gilt-edged with their move- 
ments in the most closely comparable period on record— 
the month of June, 1932. Then, as now, the imminence 
of a large Treasury operation was on every lip. Prices had 
been encouraged by the damming-up of alternative 
channels of investment, through the closure of the capital 
market. And the War Loan Conversion announcement, at 
the end of the month, completed the advance by assisting 
gilt-edged to vault the gap between the existing market 
levels and the terms of the new loan. At the beginning of 
June, 1932, prices stood at levels very close to the minima 
of September last year. After the Conversion announce- 
ment had itself put stocks anything up to four points 
higher, they stood, roughly speaking, at to-day’s levels. 
— historical parallel is shown in detail in the following 
table : — 





| a 


ss Highest 
> || Minima | nec, 29,| mark, 


























June 1, | July 1 Sept Jan. 11, 
| 1932 | 3939 1939 | Jan. 9, 40 
| } 1940 
—_——— — —— -- SS ——_— — ” a 
Consols 212% ...... 63. | 71 | 62 6853 | T1136 Tip 
Consols 4% ......... 981g | 110 || 9812 | 10335 | 1065g | 10614 
Conversion 312%... | 8814 98 ||  B7lp 941g | 977g | 97l2 
Funding 4%......... 10014 10712 i 100loxd 10678 11019 | 1091li¢ 
Victory Bonds 4% 10012 | 108 | 102 10614 | 1095j6 | 10815;6 
Local Loans 3% ... T4lo 85 || 7314 801o 84 835g 


Does this coincidence of very similar gilt-edged levels 
work in favour of a long-term rather than a short-dated 
defence issue for the institutional investor? There is one 
significant difference—that the Treasury’s moral sway in 
1932 may have been even more powerful than its present 
hold over the market, when its need is for new money, and 
not concessions in interest rates. And, since the Treasury’s 
hand has been held so long, the chances appear to be 
veering towards a dual issue, of which one part will meet 
the needs of the private investor while the other will 
interest the money houses. 
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Gilt-edged Yield Differentials.—One study which 
the war has interrupted is the closer analysis of gilt-edged 
yield differentials, on the basis of which a promising new 
investment technique was gradually being built up. The 
method no longer serves for a basis for argument whether 
the relative movements of short- or long-dated stocks 
favour a loan of short or long life. In the following table, 
however, a classified list of redemption yields of gilt-edged 
stocks provides the crude material for such a discussion : — 


Nov. 9, 1939 Jan. 11, 1940 Change 





Redemp- 
Stock tion date Red. Red. 
Price Yield Price Yield Price } Yield 
so ° a 
£s.d £s. d s. d. 
“© Shorts ”” 
5% Conversion 1944-64 | 10754; 3 5 11 | 1097g} 210 9 21g; 15 2 
212% Nat. Def. 1944-486] 9754/2 18 0O 9910}213 9 134} 4 3 
212% Conversion} 1944-49 95 322 97 218 9 2 365 
“© Medium ”’ 
3% Conversion 1948-53 97 3 6 2 991l5}3 2 4 212; 3 10 
234% Funding... | 1952-57 9073/3 10 O 94 3 4 6 31g; 5 6 
3% Nat. Def. ... | 1954-58 9533|3 7 9 9712}3 3 8 21g; 4 1 
4% Consols. ... |From1957} 10312} 3 15 7 | 106 310 5 2le/ 5 2 
“ ”» 
4% Funding ... ; 1960-90 | 10512} 3 12 6] 110 3 9 4lo| 5 9 
312% Conversion |From1961} 921g} 3 16 0 97 312 2 473} 310 
212% Funding... | 1956-61 8514; 3 9 10 8812/3 6 O 3144; 310 
3% Funding ... | 1959-69 9154;3 9 1 951213 5 4 334} 3 
“* Irredeemables ” 
212 Consols. ... -" 68 |313 6a) 71 310 5aji 3 1 
312% War Loan |From1952} 9111j6} 3 16 3a} 9610/3 12 Ga} 41316 3 9 
3° Local Loans oe 7914/3 15 8al 83lo] 3 11 10a 414; 310 


(a) Flat yield. (6) By annual instalments. 


The first date chosen, November 9th, marks a time when 
the first recovery in the short-dated stocks had already 
occurred, and when its influence had begun to spread to the 
long-dated stocks. Disregarding such oddities as the sharp 
reduction in the yield basis of Conversion Fives, the con- 
clusion which emerges from the yield differentials is that 
the best relative progress has been made by the fifteen- to 
twenty-year stocks, in preference to the undated or short- 
dated issues. If the authorities were to decide in favour of 
a twenty-year issue, they should be able to obtain distinctly 
better terms than 34 per cent., for the “ irredeemables ” 
themselves stand on the threshold of that yield basis. And 
the general investor would certainly prefer a twenty-year 
stock with a definite date to one running for a longer 
indefinite period. 


* * * 


Industrial Share Movements.—Last week saw a 
simultaneous burst of activity in gilt-edged stocks and 
industrial shares. This week the latter have occupied a 




















Price Change 

Company (Denom. £1 unless stated) a pur sees 

Aug. 31, Jan. 11, % 

1939 

CP EAs cscsnssescvscscescacscssccees 27/- 27/- Nil 
Guest, TOON o.cccccsccsccsescscesccssconceees 23/9 23/3 — 21 
Vickers (10/—) .......c0.seccccsssccccecscseeeee 17/419 17/1012 + 2:9 
SUNN, SS 0s800kbNsEK spstnassasinecestes | 22/6 22/- — 2:2 
SINE” KeihdbbedneeneineibnaeSbeebesnnrieseees 43/9 44/6 + 1:7 
SE Sati lasciaidaiinanasitanneriaivcaevens 77/6 82/6 + 655 
Electric and Mus. Ind. (10/-) ............ | 9/410 9/3 — 1°3 
CSOMBNNT TEROCITEC 2.0...ccccccccccescccccccscosce | 75/— 74/9 0-3 
MEMO MMEED cecccccscccccccscescececses 61/3 60/- 2:0 
EE sintiiinitekaettinciniaineniinne | 101/3 91/1012 9:3 
Austin Motor (5/=) ....cecssssscseeeseees | 28/9 16/3 —43-4 
Hawker-Siddeley (5/—) .............cccc000s 15/6 15/- — 32 
SEED Saccenccchensenssevseeeseeess pony 28/9 37/3 +29°6 
J. and P, Coats ............:cccseeeeee 29/- 34/710 +22°8 
Lancashire Cotton ...............scceeeeesees 10/3 20/019 +98°9 
Patons and Baldwins ........................ 48/9 57/9 +18°5 
ence cuss | 51/— 40/6 —21°6 
FE. W. Woolworth (5/—) ............cseeeeeee 62,6 | 62/- 0:8 
Bass Ratcliff and Gretton ................-. | 1213 | 2112/6 - 7-2 
a cscs scbes nemnceses | 93/= | 67/3 —27°7 
Watney Combe Reid Defd. ............... | 60/- 52/- — 13-3 
T iP  ciphsnngapessiccinesseaseins | 128/9 117/6 — 87 
Tate and PE Mies habdRkscknsSkGcesboasorsseces 62/6 56/9 — 9:2 
International Tea (5/-) .....ssssssccccees | 10/712 12/- +13-0 
London Brick ............-secssesseeeeeseneees 32/9 30/- — 84 
Associated Portland Cement ............... 71/3 58/112 —18-4 
Pinchin Johnson (10/—) ...............00000 22/6 18/6 —17:7 
Imperial Chemical Industries sins 29/3 30/11g + 3:0 
Dunlop Rubber .................ceeseceeseeee 27/- 29/9 +8 


Turner and Newall..............c.seeeeeeeees | 79/4lo 63/9 
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draughty place in the wings, while the principals in the 
Funds kept the stage. It is instructive to use this interval 
in the progress of the industrial market—which has pre- 
vented The Financial News index, for the time being at 
any rate, from reaching new high ground for wartime—to 
compare the movements of leading shares in the war 
period. For this purpose we have selected the constituent 
shares of The Financial News index itself. The index stood 
at 77.5 on August 31st, the last dealing day before the 
outbreak of war, and on Wednesday this week at 76.2— 
a decline over the period of rather less than 2 per cent. 
In the accompanying table the movements in the con- 
stituent shares over the same period from August 31st to 
January 11th are shown, together with a note of their 
percentage rises or falls. Of the thirty shares seventeen 
have fluctuated by less than 10 per cent. On the other 
hand, the textile group has come to the rescue of such 
depressed shares as Austin Motor, Harrods, Distillers and 
Turner and Newall. The steel group has remained almost 
unmoved, despite the evidence that the industry is working 
at record pressure. Will this be the next section to engage 
the attention of the speculative investor when the market 
again shows signs of revival? 


* * * 


Taxation and a Quarter’s Net Profits. — By this 
date, if we had remained at peace, industrial profits should 
have been showing a useful recovery after the 1938 re- 
cession. That recovery had been freely prophesied in these 
columns before war broke out, though always on the 
assumption that peace would be preserved. The results of 
the first quarter of industrial profits declared in wartime 
appears to make nonsense of such forecasts, for the net 
profit figures show a drop of 7.1 per cent. from 
£46,878,045 to £43,545,538 for 548 companies, and the 
over-all return on share capital is reduced from 13.5 per 
cent. for 564 companies whose profits were reported in the 
last quarter of 1938, to 11.3 per cent. for the latest sample. 
These are perhaps the outstanding facts which emerge 
from our usual computations of industrial profits, presented 
on this page and on page 82. The war Budget has more 
than cancelled out the expected recovery in net profits. 
Companies reporting during the past quarter have usually 
been compelled to make a double provision for income 
tax, first, to cover the increased standard rate, and, 
secondly, to supplement previous provisions for the current 
year based on tax at 5s. 6d. in the £. In numerous cases, 
trading profits have shown a satisfactory increase, but the 
incidence of increased taxation has made for disappoint- 
ing net results. Perhaps the best recent example (though it 
does not come in the results summarised in the present 
review) is the record trading profit of Turner and Newall; 
this attracted taxation of almost treble the amount of the 
previous year, which in turn was responsible for a dis- 
appointing reduction in the dividend. The need for some 
more precise measure of the effect of taxation changes on 
industrial profits has become the more urgent, now that the 
standard rate will attract three-eighths of industrial profits, 
and last week’s issue of The Economist contained a brief 
outline of the steps which have been taken to eliminate 
the arbitrary influence of taxation from the figures. Mean- 
while, the profits figures for the past quarter tell merely an 
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interim story—they show the debit side of war, and part, 
though not all, of the credit side of near-war. They give 
no clue of the course of the race between costs and prices, 
nor of the consequences upon profits of industrial disloca- 
tion at the beginning of war. It seems that in their depre- 
ciation and reserve policy, company directors were as con- 
servative, but not more so, as in the final quarter of 
1938, for in each period the amount set aside represented 
between 37 and 38 per cent. of total net profits. Their 
caution—and that of their accountants—has usually found 
fuller expression in generous taxation provisions during 
the past quarter. 


* * * 


Unit Trust Terminations.—Notice has been given 
this week by the Trustees, Martins Bank, Limited, of the 
termination of the Commodity Share Trust and British 
and American Securities Trust. These trusts, managed by 
Improving Securities Trust, Limited (British General 
group) were formed, respectively, in December, 1938, and 
July, 1938. In each case the trust deeds provided for 
earlier liquidation than the 21 years’ maximum life, under 
certain conditions. The managers could terminate British 
and American Securities Trust at any time after the ex- 
piration of one year from the date of the Trust deed if the 
units outstanding fell below 250,000 in all. These termina- 
tions appear to be the first to be taken under powers which 
are to be found in most trust deeds. The trust funds will 
be liquidated, and the proceeds distributed to unit-holders 
in the proportions to which they are entitled. The pro- 
cedure is reasonable, for it is surely uneconomic to main- 
tain for a period up to 21 years a small trust which cannot 
possibly provide any return to the managers, and presum- 
ably has not furnished an inviting investment for the 
public. By the liquidation, the unit-holder will, of course, 
be compelled to write off his loading charge, and will suffer 
the full cost of the “turn” in the dealing prices of the 
underlying securities. These costs are not inconsiderable 
for the small investor. It would be unfair to say that the 
liquidation provisions work harshly upon him, but they 
do suggest the desirability of choosing a popular rather than 
an indifferently-received unit trust if capital is to be safe- 
guarded and a more permanent investment secured. And 
clearly the booklets of individual trusts should set out in 
detail the terms on which prior liquidation can be effected 
by the managers. These details were not published in the 
——— issued by the two trusts which are now being 
closed. 


* * * 


Turkish Leaf and Tobacco Shares.—A Note on 
page 77 suggests that the facts recently put forward by 
the chairman of Imperial Tobacco do not entirely in- 
validate the argument for fostering the consumption of 
Turkish-type tobacco in this country as an instrument in 
economic warfare. The controversy has some importance 
for investors. It has yet to be proved that the British public, 
persuaded by advertising and by prices comparable with 
those of existing blends, will not smoke Turkish tobacco. 
The implications of any change in this direction, however, 
might not be entirely favourable for British manufacturers 
in the short run. Apart from the direct cost of large-scale 
advertising, some increase in costs would result from 





TaBLE I.—PRorits oF ‘“ FOURTH QUARTER” COMPANIES, 
1929-39 
Change Total . 

Reposte Tseued No. of en otal since Preference | Ratio. of 
s Com- rofits preceding and Profits 

Fourth panies (after deb. year (same Ordinary to ; 
Quarter interest) companies) | Capital Capita 

£ % £ % 

420 33,404,593 + 1:4 323,129,955 10-3 
509 32,174,67 —18-1 547,000 8-2 
474 12,292,859 —53°9 383,451,625 3:2 
472 »443,1 — 2-9 425,066,882 4:1 
464 21,116,780 +30-3 410,816,381 5-1 
468 611,449 + 32:9 401,504,146 7:1 
485 33,561,979 +16-9 377,470,062 8-9 
496 42,134,767 +15°2 395,408,899 10:6 
549 57,436,059 + 20-2 434,822,726 13°2 
564 | 57,113,768 — 4:4 421,863,955 13°5 
548 | 43,545,538 — 71 387,640,080 11-3 








TaBLeE II.—DIvVISION OF PROFITS (FOURTH QUARTER COMPANIES) 


Proportion of Total Rate of Payment on Each Class 














Reports Profits* (= 100) of Capital 
issu sci ae 
during | paid | Paid | Putte Earned | Paid 
oan in in a Deben- | Prefer- or. on 
—— Pref. Ord. | « Carried ture | ence Ordi- Ordi- 
Div. | Div. Korean” nary nary 
7 G 4 % % . 
BOD cvccscces 16-0 66-0 18-0 5:29 4:7 13-5 10°6 
1930 ......... 21:9 60-2 17:9 5-19 4:5 10°3 8-4 
WE ccsaccaes 43-1 76:9 | Dr. 20-0 5-18 3-8 2:9 3:9 
3932 ...000000 32-4 75:4 |Dr. 7°8 5-16 3-6 4-4 4°9 
BOSS ccccccese 23-4 64:3 12:3 5-04 3-2 6-2 5-2 
BE ceccceces 19-6 59-9 20:5 4°95 3-7 9-9 6-8 
TE diccesses 19-0 | 55-2 25°8 4:84 4:5 11:6 7-9 
EP cesececee 17°5 53°5 29-0 4°75 4-9 14:2 9-2 
WEEE isscscccs 15°7 | 51:6 32:7 4°59 5-4 18:2 11:2 
Pe etcccecse 13-9 48-8 37:3 4-47 5-0 18:7 10-6 
1939 .....c000 16-0 46:1 37-9 4:47 4:8 14:9 8-2 


* After debenture interest. 
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technical dislocation and from problems of blending— 
though these are factors which would apply equally to a 
suddenly extended use of Empire tobacco also. British 
stocks of tobacco, which at any time are quite considerable, 
have increased greatly in the past few years, and in July 
last they represented over 234 years’ consumption. The 
special supervision which is now being given to applica- 
tions for exchange to pay for tobacco imports, however, 
shows that the maintenance of normal supplies is not 
favoured. Whether additional imports of Turkish-type 
tobacco need be on a really large scale to achieve the 
particular objects of economic warfare is a technical 
question, but it would hardly seem that an increase in the 
consumption of Balkan or Empire tobacco would neces- 
sarily be a serious matter for British companies. The effect 
of general measures of economic control to curtail con- 
sumption of tobacco and other consumption goods may 
well concern the shareholders more, particularly if indirect 
exchange control is followed by further increases in the 
tobacco duties. So far, however, tobacco share yields do 
not reflect any immediate concern, either over the possi- 
bility of an induced change in the favourite blends to per- 
mit increased consumption of Turkish tobacco, nor even 
the wider factors involved. Imperial Tobacco ordinary 
stock yields £6 14s. per cent. gross, Carreras “A” 
ordinary £5 6s. 9d. per cent. and Gallahers ordinary 
£4 14s. 6d. 


* * * 


Insurance Share Losses.—For about a year before 
the outbreak of war there had been a tendency for insur- 
ance share prices to drift slowly downwards, a trend which 
had been reflected in our index based on an investment of 
£1,000 in 24 insurance shares in 1913. The computation 
as at September 29th appears in the following table, and 
shows the full force of the outbreak of war: — 


Average Average _ Dec. Mesth June 
1937 | 1938 1938 


‘comm 

Employers’ Liaby. 

Equity and Law... 86 7 4 

General Accident 11,666 
4,000 | 4,000 


3,436 
10,383 
Life Association of 
Scotland 
London and Lancs. 
London Assurance 


Thus over ird quarter of the values fell 
almost 20 . it., though the table includes such 
extremes as . per cent. decline for the shares of one 
office and a 7 per cent. rise for another. The index, how- 
ever, summarises conditions which now belong to the past, 
for a marked recovery took place after the end of 
September. But 1939 ended with a renewed decline, and 
there is no immediate prospect of regaining pre-war levels. 


Com pany Notes 


Woolworth Record Profits.—A new profits record 
for F. W. Woolworth and Company is an annual habit. 
But it is the more welcome this year because the depre- 
dations of the tax collector have caused an apparent slight 
reduction in net profits, struck after tax. The figures of 
profits and taxation are indeed monumental. Profits, after 
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charging all expenses and writing down properties and 
fixtures, have increased from {6,961,141 to £7,612,601. 
This unexampled figure has attracted taxation totalling 
£2,950,725 compared with £2,031,746 in 1938, and with 
the modest sum of £1,697,066 in 1937. Although cash 
earnings for the ordinary stock have fallen from £4,601,895 
to £4,356,876, when adjustment is made for taxation, the 
actual rate of earnings shows a small advance. The pre- 
liminary statement is analysed in the table below: — 


Years to December 31 
1937 1938 1939 
£ £ £ 
7,275,621 sis 


314,480 ove 


6,961,141 7,612,601 
23,031,746 2,950,725 
110,000 110,000 
217,500 195,900 


Gross profits 
Written off properties, 


6,781,202 
291,189 


6,490,013 
1,697,066 
00,000 


Net profit 
Taxation 

Staff fund 
Pref. divs. 


Ordinary stock : 

Earned 4,601,895 4,356,876 

3,534,375 3,253,125 
84:7 87- 

65 65 


Buildings reserve 100,000 100,000 101,080 
Carried forward 4,500,925 5,468,446 6,471,117 


The maintenance of the dividend at 65 per cent. was wel- 
comed in the market by a rise in the ordinary stock 
units from 62s. to 63s. The excellence of the figures can- 
not be denied. The Woolworth organisation appears to 
be capable of surmounting any difficulties in its stride. 
There is no trace of any ill-effects of war on trading 
profits, and no hint of difficulty in accommodating sales 
policy, based on sixpenny transactions, to the extensive 
increases in costs which have been experienced in the past 
three months. Possibly these points will be considered in 
detail by the chairman. For the moment, Woolworth stock- 
holders will rest well satisfied by such admirable figures, 
and with their return of £5 7s. 3d. per cent. 


* * * 


Further Bank Dividends.—The satisfactory im- 
pression of the first batch of 1939 dividends has been 
endorsed by further declarations which have become avail- 
able this week. The profits experience of the banks has not 
been uniform, but in most cases the extent of disturbance 
due to the impact of war, with its special costs and 
problems for the banks, is agreeably limited. Dividends 
and profits statements published since last week’s issue of 
The Economist are summarised below: — 


Earned for 
Equityt 
Total 
Profitst Amt. Rate Final Total 
£ £ % % % 


2,445,671 22:3 8 16 
2,181,350 2,181,350 20-9 8 16 


Dividends 


1,521,785 : 7 615 
1,718,984 1,468,984 ‘ 7 «615 


Williams Deacon’s 
(“‘A” shs.)§— 
301,418 262,356 18-4 6} 12} 
298,865 259,803 18-9 6} 124 


t Before bank premises allocation, but after pensions. $ After 
directors’ fees. § Profits shown after pensions (£45,000 annually). 


While the fall in Midland Bank profits is rather 
larger than that shown by other banks, net profits have 
fallen by no more than 11 per cent. in a year when tax pro- 
visions were heavily increased, and exceptional expenditure 
was incurred. On this occasion the Midland Bank has made 
no allocation to the reduction of bank premises. Owing to 
the taxation factor, the different banks’ profits must be 
cautiously compared. National Provincial Bank, for in- 
stance, account their dividends gross, and if full tax had 
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been charged before striking profits, the decline in profits 
would have been larger. Though the increase is quite small, 
the rise in the rate of Williams Deacon’s Bank equity earn- 
ings is a welcome reflection of greater prosperity in Lanca- 
shire. The marked recovery in discount profits is confirmed 
by the full Alexanders Discount Company report, which 
discloses a rise in total profits from £363,962 to £420,976. 


* * * 


Canadian { Pacific Earnings Estimates.—The 
current price of Canadian Pacific 4 per cent. non-cumu- 
lative preference stock is 40—a comparatively high price to 
pay for a stock which received no dividend in 1938, and 
only 2 per cent. for 1937. The market’s enthusiasm has 
lately been reserved for under-privileged securities, but 
Canadian Pacific’s consistent traffics performance during 
the two-thirds of the year perhaps removes the preference 
stock from that company. The benefits of the Royal visit 
could be already traced in the increase in net operating 
earnings of $2,118,000 by the end of May. By the end 
of November, this “plus” had been increased to 
$6,735,000—a highly meritorious performance, for gross 
earnings themselves increased by $7,238,000. For the first 
eleven months of the year, therefore, 93 per cent. of the 
increase in gross receipts was saved net. If the same 
factor is applied to the increase of $9,022,000 in gross 
receipts for the full year, it would suggest an increase 
of $8.4 millions in net earnings. To proceed from this 
point to estimate the company’s net revenue is invariably 
hazardous. It can be calculated, however, that income from 
Consolidated Mining and Smelting will have fallen last 
year from $4,206,250 to $3,365,000. Steamship income 
must have been seriously affected by the war, and the 
directors may take special action regarding depreciation. 
The Royal visit presumably increased the hotel and tele- 
graph revenues, but to what extent is entirely conjectural. 
As for special charges, the general accounting method for 
line abandonments has often been repeated by the Presi- 
dent—they do not influence dividend policy. On the 
other hand, the “ Soo” interest obligations will have re- 
quired little more than $13 millions last year, compared 
with rather over $2 millions in 1938. On the known fac- 
tors in the equation, it is possible that earnings for the 
preference capital might approach 6 per cent. This figure 
holds out tempting possibilities, but it will almost certainly 
be qualified when the full facts regarding “ other income ” 
and other exceptional items are known. 


* * * 


Richard Thomas Management.— Last August 
Sir William Firth, while retaining the chairmanship of 
Richard Thomas and Company, relinquished office as 
managing director to Mr J. E. James, chairman of the 
Lancashire Steel Corporation. At the same time, the 
chairmen of Baldwins and Guest, Keen and Nettlefolds— 
Colonel Sir W. Charles Wright and Mr S. R. Beale— 
resigned from the boards. Their places were filled by Lord 
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position was bound to be affected by the Richard Thomas 
plant. 


* * * 


Recent Aircraft Companies’ Results.—The shares 
of many of the smaller aircraft companies were marketed 
to the investor in the new issue boom of two or three 
years ago. Like all boom products, their quality has been 
variable. Some of the companies have failed to fulfil the 
expectations of that time. Others have proved profitable 

investments, but the necessity of cutting away dead wood 
for the unsuccessful and the need for expanding the 
capacity of the successful has limited shareholders’ par- 
ticipation in profits. The operations of Airspeed (1934) 
illustrate these points. For the year to July 31, 1939, 
profits jumped by more than 240 per cent., and as a 
result the company has paid off 14 years’ cumulative pre- 
ferred ordinary dividend arrears. The loss carried forward 
in the previous year has been wiped out and the bank 
overdraft reduced from £82,000 to £46,000. But the 
company is not well placed for E.P.T. standards, even 
granted the alternative basis of 6 per cent., on the ordinary 
capital. The burden of providing three years’ preferred 
dividend arrears when earnings are severely truncated by 
taxation has necessitated a capital reorganisation and a 
readjustment of preferred rights. The accounts of Fairey 
Aviation for the year to September 30th show a reduction 
in profits from £395,708 to £248,722, but this figure is 
after taxation, which required £135,000 in 1937-38. The 
ordinary dividend is reduced from 15 per cent. tax free 
to 124 per cent. tax free, though the earnings percentage 
is little changed at 24.1 per cent. This conservative 

















_ ae Shares 
| Totab am ss cehmecdaia tiie a i 
Company | Profits 
Earned Paid | Price | Yield 
% % sd} % 
Aero apes (july 31): 
sneaanaknene 'Dr. 53,754 be 57,478 — po 
uiuéeesseaeenanes z Dr. ore [Dr. 11,454 aon 0/6 _— 
1939 liédinadeureecaseies 45,1 ri 36,684 16-4 (2/-) 
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Se } 35, 827 | 21,155 9-6 1 x 
i icinensiacusssens 123,844 | 105,918 | 34-2 (5/-) 


Fairey Aviation | 


om 30): tt 








DOE ceccesccecoccrecee 248,678 162,678 | 16:2 1219 
1938 ...ccccccccccceces 395,708 260,125 25-7 15 16/3 | 11-8 
1GDD .ncccccccccccccece 248,722 248,122 | 24:1 1212] J (10/-) 


 _ See 133,976 88,025 | 51-9 40 
IGSB CB) cccccccccece 211,580 163,013 |103-8 4210] }22/6 7-2 
ee 189,969 97,594 | 54-7 3212] J (5/-) 

H. M noes 

t 3 

EOF seaadenscneennaace 82,145 43,105 | 26:9 171, 

I cecceovecececesons 82,585 46,852 | 30:1 1715 8/9 | 10-0 
WSSP CE) ccceccceccee 169,893 65,405 | 42-7 1712} J (5/-) 


t+ Dividend rates, earned ont paid, tax free. 
——- and other charg 
off arrears to "heen, 1936 in 1939. 
0b) ‘Smaller dividend paid on shares issued during 
after £10,000 to stocks reserv 


¢ Profits ae 

ed on cum. pref. ord. 
(a) 13 months. 

(c) Profits 

e: final dividend on “on larger capital. 





KANSALLIS - OSAKE - PANKKI 


Dudley, Sir James Lithgow and Mr A. C. Macdiarmid— -——— 


all well-known steel figures, but not directly interested in 
the sheet trade. This rehearsal of events is the more inter- 
esting since the New Year has brought a further change. 
Mr G. H. Latham, chairman and managing director of the 
Whitehead Iron and Steel Company, has now been ap- 
pointed managing director in place of Mr J. E. James, 
who will continue to act as deputy-chairman. Mr Latham 
already enjoys connections with the Richard Thomas com- 
pany, for Whitehead Iron and Steel Company is linked 
with Richard Thomas in the joint control of Whitehead 
Thomas Bar and Strip Company. It is, therefore, not un- 
reasonable to interpret the new appointment as restoring 
a greater measure of directorial independence in general 


PAID-UP CAPITAL AND 


(NATIONAL JOINT STOCK BANK) 
ESTABLISHED 1889 


FMK 
RESERVES” - - - 545,000,000 
DEPOSITS AND CREDIT 
BALANCES December, 1938 4,436,000,000 


Head Office : HELSINKI (Helsingfors) “INLAND 





operations, although this will still be combined with Our large network of branches, comprising 208 BRANCHES, 


general supervision by the “outside” steel interests. 
Shareholders, however, will probably feel that this arrange- 
ment is less ambiguous than the presence of representatives 
from other strip and tinplate companies whose competitive 


ensures prompt and efficient execution of your collections 


and payment orders 


Telegraphic Address: KANSALLISPANKKI 
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distribution policy is shared by the directors of Short 
Brothers and H. M. Hobson (Aircraft and Motor) Com- 
por ts, as the table on page 71 shows. So far as out- 
put is concerned, full employment may be assured for 
aircraft companies for the duration. But, as the chair- 
man of Short Brothers pointed out at the meeting 
last month, the rate of profit on Air Ministry contracts 
has been reduced by about one-third. This factor, Mr 
C. R. Fairey informed shareholders of Fairey Aviation 
recently, was partly responsible for last year’s fall in 
profits. Again, few companies have had the opportunity in 
the development period of building up reserves against less 
active employment in the future. Many companies are 
compelled to operate on expanded bank overdrafts and 
many have invested practically the whole of their liquid 
assets in plant and working stocks. Finally, between in- 
creased profits and the shareholder stands the tax gatherer. 
That these points are not ignored is suggested by the rather 
generous yield basis of aircraft shares at the moment. 


* * * 


‘‘ Shell”? and Royal Dutch Dividends. — The 
first interim dividends of “ Shell ” Transport and Trading 
and of Royal Dutch for 1939 have been reduced, and 
although the market has not attached undue importance to 
the actual cuts, some disappointment has been caused by 
the absence of more specific indications of the course of 
profits in 1939. The tax-free “ Shell” interim is at 5 per 
cent., compared with 74 per cent. a year ago. The latter 
payment was followed by a second interim of 10 per cent. 
last May, with a er 2} per cent. distribution soon 
after. The Royal Dutch interim is at the rate of 5 per 
cent., against 6 per cent., the total for 1938 being 17 per 


cent. The “ Shell ” directors declare that, so far as profits 
can be ascertained, they are sufficient to warrant the pay- 
ment. But since the first interim in 1938 represented little 
more than one-third of the total for the year, a reassurance 
of this kind is hardly an encouraging guide to the trading 
experience of the group. The directors, in fact, proceed to 


warn stockholders not to regard this interim payment “ as 
any indication of, or necessarily bearing any relation to, 
future payments,” owing to present world conditions 
and the delay in obtaining accounts. Throughout Europe, 
civil consumption of petrol has been sharply reduced. This 
collapse of profitable markets has not been made good by 
the expansion of military demand. Oil shares, regarded 
before the outbreak of war as a good hedge against 
hostilities, have so far proved disappointing, and on occa- 
sion this week business has been too small in some of the 
leaders to establish satisfactory dealing prices. The group 
provides not a war hedge so much as a “fierce war” hedge. 
Possibly its turn will come later, but it is not surprising 
that the Royal Dutch-“ Shell ” dividends have had a cool 
reception. 
* * * 


Anglo-Ecuadorian and Apex.—The ful! reports 
of Anglo-Ecuadorian and Apex (Trinidad) will not have 
a buoyant reception, though the profits they show are due 
to special factors not connected with war. Anglo- 
Ecuadorian Oilfields profits for the year to June 30, 1939, 
fell sharply from £368,787 to £274,450, but these balances 
are struck after provision for British tax. Taxation is not 
the whole story, however, for the directors’ report refers 
to a fall in gross trading profit caused by lower prices. By 
omitting any special transfer to development account, 
which received £75,000 in 1937-38, the fall in equity earn- 
ings from £192,498 to £170,141 is relatively moderate, 
and the 10 per cent. dividend is repeated out of earnings of 
12.1 per cent. The full Apex (Trinidad) Oilfields report 
adds little to the preliminary statement, discussed in The 
Economist of December 30, 1939. Total profits have fallen 
from £486,149 to £421,003, though the rate of decline in 
oil production, from 562,942 tons to 526,810 tons, was 
rather smaller than the reduction in earnings. After pro- 
viding £15,724 more for taxation, equity earnings are 
reduced to £167,335, against £229,815, and thus cover 
the reduced dividend of £165,000 with very little to spare. 
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The experience of 1938-39 has little relevance to current 
prospects under war conditions, but war is not yet proving 
a bull point for the oil industry. 


* * * 


United Serdang Prospects.—The United Ser- 
dang results to August 31st are typical of recent rubber 
profits. The rubber crop accounted for under the restric- 
tion scheme fell by 19 per cent. from 9,343,000 Ibs. to 
7,535,000 Ibs., and total profits fell in roughly similar 
proportion. Although the average net sale price was 0.61d. 
higher at 8.73d. a lb., unit costs rose owing to the smaller 
releases, more particularly since the actual crop seems to 
have fallen in greater proportion than the crop accounted 
for. In addition to a £35,000 transfer to taxation reserve, 
an almost equal amount is absorbed by Netherlands Indies 
company tax. Mr Eric Miller’s survey (circulated with the 
report) contrasts the company’s 5 per cent. dividend with 
the equivalent of 9 per cent. (in cash terms, £125,800) 
absorbed altogether by local export duties and company 
tax and by British income tax and N.D.C. The decline in 
profits of the past three years is analysed below: — 


Years ended August 31 
1937 1938 1939 


£ 
325,019 226,082 179,161 
47,861 22,201 39,656 


33,496 43,666 24,812 
20,000 30,500 43,500 


N.E.I. tax, and expenses ... 
Estate and plant deprecn. ... 
Tax reserve, and N.D.C. ... 


Ordinary stock :— 


223,662 129,715 71,193 


128,095 71,16 
9-2 5:0 
9 5 


92,924 94,544 94,574 


The outlook for the current year, however, is more hope- 
ful. In the past year the crop accounted for represented 
about 47 per cent. of the company’s standard assessment. 
Though export quotas have been fixed only for the first 
seven months of the company’s current year, Mr Miller’s 
estimate is that the company should account for about 
11,000,000 Ibs., or 69 per cent. of the 1938-39 standard. 
Already 5,000,000 Ibs., including forward contracts, have 
been sold out of the 1939-40 crop at prices averaging 
114d. a Ib. London landed terms. This is over 13d. a lb. 
higher than the corresponding 1938-39 price, though share- 
holders will not be so rash as to assume that the whole of 
this difference will be realised as profit. But the improve- 
ment in prospects for 1939-40 is measured in the current 
quotation of United Serdang 2s. units at 3s. 


* * * 


Jute Industries Recovery.—The results of Jute 
Industries for the year ended September 30, 1939, show an 
expected improvement, for already in the near-war period 
jute manufactures were much in demand for defence pur- 
poses. Income, struck after certain A.R.P. expenditure 
and taxation, has advanced from £89,304 to £111,068, an 
improvement of 25 per cent. According to the directors’ 
report, increased government orders and the maintenance 
of export business have together more than offset the 
effects of chronic competition from Indian manufacturers, 
and the home article is described as only “ moderately 
satisfactory.” Taxation has made severe inroads into 
profits, though the amount is not stated. The previous 
year’s £55,000 allocation to depreciation and obsolescence 
is repeated, and after providing £10,000 for air-raid 
shelters, a balance of £46,068, against £32,363 remains 
available for dividends. The 8 per cent. preference shares 
receive 4 per cent., compared with 3 per cent. for the 
previous year, a payment which is comfortably covered 
by earnings. Many changes in the balance sheet point to 
increased activity. Creditors, including taxation, have risen 
from £127,721 to £215,106 and debtors from £192,652 to 
£269,126. Cash, however, represents only £2,423 out of 
total assets of £2,733,207, and part of the increase in 
working stocks has necessarily been financed by the 
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company’s bankers, the overdraft having jumped by 
£47,215 to £165,846. Wartime prospects for the jute in- 
dustry are good, but the non-cumulative participating 
preference shares require £120,000 gross—say, £78,000 
net, compared with earnings of £46,068 last year—to cover 
their 8 per cent. dividend. Earnings will almost certainly 
show a further advance in the current year, but the neces- 
sity for strengthening the company’s cash position, coupled 
with the uncertain long-term prospects for the industry, 
suggest that optimism should be tempered with caution. 
Even in wartime, the eventual necessity for vigorous re- 
organisation of the jute industry cannot be ignored by 
the wise investor, even though it may seem less urgent 
to the speculator. The 10s. preference shares are now 
quoted at 5s. to yield £8 per cent. assuming a 4 per cent. 


payment. 


* * * 


Ashanti Goldfields Dividend and Taxation.— 
The market’s recent fears that substantial increases in 
taxation might involve a reduction in the rate of Ashanti 
Goldfields’ dividend have not been justified. Dividends for 
the year 1938-39 total 95 per cent., as in the previous year, 
but they are payable on the capital as increased by the 20 
per cent. bonus. The December returns revealed for the 
first time that an additional 35 per cent. tax is payable as 
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from December 12th on the excess of the gold price over 
150s. an oz. This gold tax, which is quite distinct from the 
normal levy on mining profits, and is analogous to the 
Union Government’s appropriation of the excess of the 
gold price over 150s. per oz., now becomes 15 per 
cent. on the excess over 85s. up to 150s., and 50 per 
cent. on the excess over 150s. Previously the tax was at a 
uniform 15 per cent. on the whole of the excess over 85s. 
That a heavy tax has been imposed on the excess gold 
price over 150s. is not a matter for surprise, and the 
impost of 50 per cent. at least leaves room for a satis- 
factory increase in the West African companies’ mining 
profits. It must be remembered, however, that in contrast 
with the Rand mines the West African companies have to 
run the gauntlet of British E.P.T. 


* * * 


The Week’s Company Profits.—Our analysis of 
profit and loss accounts, appearing on page 84, is again 
presented in the improved form which was explained on 
page 24 of last week’s Economist. Reports received so far 
this year (excluding the Woolworth preliminary results) 
show a fall of 6 per cent. in total profits and of 9 per cent. 
in net profits, but the total sums involved are as yet quite 
small. This week’s results are discussed in preceding Notes 
and on page 74 under the heading “ Shorter Comments.” 


EXCHANGES 


London 
Note: All dealings are for cash 


THIS week has been marked by vigorous 
movements in gilt-edged stocks but by 
a more hesitant tone in industrials. In 
general, ordinary shares still fail to show 
a pronounced trend one way or the 
other, as the sagging tendency of the 
past week is too small to be a real 
pointer. 
* 

Barely checked by the political events 
of the week-end, the gilt-edged market 
on Monday soon renewed its strong 
advance. With War Loan in the lead, 
undated stocks gained a full point or 
more, though the rise in dated issues 
was usually not more than 4. The next 
day War Loan touched 97,),, though 
profit-taking eventually brought prices 
back to the levels of the start of busi- 
ness. This profit-taking became more 
Pronounced after Mr Chamberlain’s 
speech and War Loan came back to 96, 
but on Thursday prices hardened again 
but on a more moderate scale than be- 
fore. Throughout, movements were less 
Proi.ounced in the dated stocks than in 
the perpetual issues. In home corpora- 
tions prices were and turnover 
small, while Dominions stocks ended 
higher on balance. The foreign bond 
market interested itself chiefly in Far 
Eastern issues. On peace hopes, prices 
of both Chinese and Japanese bonds im- 
proved, though there was a reaction and 
a subsequent revival in mid-week. After 
a poor start South American issues re- 
covered. Among home rails interest 
shown early in the week in the ordi- 
Mary stocks was resumed later. Prefer- 
€nce and marginal stocks were firm, 
while debentures were assisted by the 
Strength of gilt-edged without showing 
such vagaries as Government loans. 
Argentine rails weakened. 


* 


Industrials tended to sag slowly, or 
were at best irregular, and business re- 
mained on a small scale. At first, iron 


and steel and engineering shares were 
steady at the higher levels reached in 
the previous week, but interest was not 
sustained, and fractional losses became 
the rule. Richard Thomas preference, 
however, continued to be steady. After 
many weeks’ lethargy, the aircraft sec- 
tion showed signs of activity, and 
moderate rises were the rule. But the 
trend became more uncertain as the 
week went on. Textiles were less pro- 
minent than in the recent past, and 
reflected the general trend of indus- 
trials. Breweries lost ground more or 
less consistently, while tobacco leaders 
made a mixed showing without being 
much changed on balance. Movements 
among miscellaneous issues were varied, 
the leading shares not showing any con- 
sistent tendency. Assisted by the general 
firmness of fixed-interest stocks and by 
good results for 1939, bank shares 
hardened. 


* 


Oil shares have been dull this week. 
“ Shell” and Royal Dutch offered re- 
sistance early on, but following with- 
drawal of Paris support on Wednesday 
prices tended to sag. Eagle issues and 
Trinidad shares have been out of 
favour, but there has been some demand 
for Roumanians. The rubber share mar- 
ket remains stagnant, though the tone 
has been steady. Despite the small! 
turnover, tea shares have been quietly 
supported since the week-end. 

In the mining market, movements 
in developing Kaffirs have been the 
week’s feature. However, the tone 
among producing issues has been 
steady, with East Rand Proprietary 
well supported from the Cape on Tues- 
day. Blyvoor and Venterspost were 
outstanding among the _ speculative 
counters, the general advance being 
attributed to Cape buying and con- 
tinued rumours of Government finan- 
cial assistance to developing companies. 
Prices eased on Thursday, however, on 
profit-taking. Finance shares followed 
the general trend, and West Africans 


have been a good market. Base metal 
shares have been overshadowed this 
week. Rhodesian coppers moved to 
lower levels, but tin shares improved 
on Tuesday to hold their gains later in 
the week. 


“ FINANCIAL NEWS” 
INDICATORS 


| 


Security Indices 





Total Corres. |___ 





1940 | : Dav 
Bargains$} 7939 | 30 ord. |20 fixed 
shares* int.t 
l 
Jan.5... | 4,614 5,620 75:6 | 119-0 
» 8... | 5,608 6,070 | 76:8 | 119-8 
» 9... | 5,015 5,480 76-5 | 120-1 
3 10... | 4,690 5,065 76-2 | 120-2 
» IL... | 4,568 5,055 | 75-9 | 120-6 
1940 | 
High ... , 76:9 | 120-2 
| Jan. 4 | Fan. 10 
Low ....+. 75:7 | 117-6 


Jan. 2 } Jan. 2 
“$ Approx. total recorded in S.E. List. * July 1, 
1935 = 100. t+ 1938 = 100. 


New York 


AFTER last week’s faint rustle of 
activity, Wall Street shows signs of 
resuming its hibernation. Prices were a 
shade firmer after the week-end, while 
gilt-edged bonds and high-grade prefer- 
ence issues were in demand on Tues- 
day. But a setback in commodity prices 
unsettled the market, leading industrial 
and agricultural shares reacting on 
Tuesday afternoon. A late rally on 
Wednesday by steel, copper and air- 
craft issues raised the Dow Jones in- 
dustrial average nearly half a point to 
150.15, compared with 150.34 on Mon- 
day, but turnover remained disappoint- 
ingly smiall. Iron Age estimates steel 
mill activity at 86.0 per cent. of 
capacity, the same as the previous week. 


By courtesy of the Standard Statistics 
Company, Inc., of New York, we print 
the following index figures of American 
values calculated on _ closing prices 
(1926= 100). 





WEEKLY AVERAGES 


1939 | 

—————— | Dec. 
Low | High | 27, 
Ape. J - 1939 


Jan. | Jan. 


are ERAGE 
347 Ind’ls... 92-8 114- 5 | 107- -al 111-4; 109-8 
Rail ; 28- 30- 7 29-9 
89-4' 89-0 
419 Stocks 


3 93-5 
Av. yield*... 4- 3094+ 37% 


! 
_) 


* “60 Common 1 Stocks. t ren 2nd. t Aug. 23rd. 


Datty AVERAGE OF 50 AMERICAN 
CoMMON STOCKS (1926 = = 100) 





Jan. 4 | 20.5 | tn. 6 | Jans Jan.9 Jan.10 


129-3 120-7 322-7 


1227 | ras | 12.6 


1939 High: 130 3 January 4th. Low: 98-8 


April 


TOTAL DEALINGS IN _NEw YORK 


Stock Exchange 


New York Prices 


Close Latest 


.Oil Cal. 2514 
6 |Stan. Oil N.J. 4512 4 
ty Texas 4534 
1213 4. Manufacturing 


Northern Pac, er 90 
Pennsyiv. R. 2318/Gen. Motors 547g 
Southern Pac. 1454 Airpin 2478 
Southern ~ 19 
Union Pac. . 9454 United Arch, 47 46 
2. Utilities ‘and Allied Chem. 17712 173 . 
Communications Dupont 1835, 1821, 
Am. W’works 1214 117, Electric 4034 3978 
Con. Edison 3134 West’hse Elec 117 11412 
63,| American Can 1141, 11412 
N. American 2312 2355 Caterpillar ... 56 5414 
Pac. Gas & El. 3355 Int. Harvester 6134 5810 
Pub Serv N.]J. 4114|Johns Manvle 7512 73 
United Corp. Corn P; . 6414 64 
Un. Gas Imp. 711g 
eanee, Fe ; 2. Mt 8 on 
ter, ‘or. 4 
Westn. Union 2719 2635 Eastm’n Kdk ogee 1831: 
Radio 55g 534 9 9 
3. Extractive and 20th Cen. Fox 123; 125, 
Metal 


: 5. Retail Trade, etc. 
Am. Rol. Mill y es Mont. Ward. 5434 5375 


Steel ... 

: Sears Roebck 83ly 
U. a. zz Woolworth .. 405g 
Am. Metal ... se oon] 
Am. Smelting “pate 4 
Anaconda 7 311g 2454 

de Pas. 401 
Int. Nickel ... 381,|° Finance 
3753|Comcl. Credit 


Kennecott ... 3833 471s, 
U.S. Smelt... 642 6334|Com. Inv. Tr. 


5234 5234 


Capital Issues” 


CAPITAL ISSUE TOTALS 


Week ending Nominal Con- New 
January 13, 1940 Capital versions Money 


£ 
To the Public i ‘. vii 
To Shareholders i se Nil 
By S.E. Introduction Nil Nil 
By Permission to Deal 150,000 156,750 
Savings Certs., 
to Jan. 6, 1940 1,850,000 1,850,000 
3% Defence Bonds 
sales, week to Jan. 6, 
1940 2,625,000 


Including Excluding 
Conversions Conversions 


£ £ 
4,881,393 4,881,393 
11 I 783,644 11,783,644 


4,582,800 4,582,800 
9,410,274 9,410,274 


THE ECONOMIST 


Destination 
(Excluding Conversions) 


Brit. Emp. Foreign 


Year to date U.K. ex U.K. Countries 


£ £ 
1940 (New Basis) ... 4,881,393 Nil Nil 
azedas2 1,498,792 Nil 
Nil Nil 

1939 (Old Basis) .. $511 482 1,498,792 Nil 

Nature of New Borrowing 
(Excluding Conversions) 
Year to date -— —_ , 

1940 (New Basis) ... 4,631,750 Nil 249,643 
1939 (New Basis) ... 8,110,000 21, gue 5,052,454 


1940 (Old Basis) ... 4,475,000 
1939 (Old Basis) .. » 7,597,500 Nil 1,812,774 


Nore.—“ Old Basis ” includes only public issues 
and issues to shareholders only. “ New Basis ”’ 
includes all new capital in which permission to deal 
has been granted. 


CONVERSION AND 
REPAYMENT 


Stroud Water Company.—Stroud 
District Water Board have remitted to 
the company (in liquidation) enough 
to repay amounts due on “A” and 
“B” ordinary stocks. ‘‘A” stock 
will be repaid at par plus 105 premium, 
and ‘“‘ B ” stock at par plus 75 premium. 
Interest on both stocks is at 4 per cent. 
for the whole of last year. 


BY TENDER 


East Worcestershire Waterworks 
Company.—Sale by tender of £10,000 
5 per cent. preference stock at 100. 
Redeemable at par, March, 1950. Ranks 
pari passu with existing preference 
stocks. Net revenue year to June 30, 
1939, £16,996. Water rental 1938-39, 
£36,841. 


RESULT OF ISSUE 


Barnet District Gas and Water 
Company.—Total applications for 
issue £50,000 5 per cent. preference 
stock 1950 were £430,200. Lowest 
price receiving allotment £104 10s. 6d. 
at which price they received a partial 
allotment of about 22 per cent. The 
average price realised was £105 2s. 2d. 
per £100 stock. 


Shorter Comments 


Company Results of the Week.— 
Since the balance of TOBACCO SECU- 
RITIES TRUST profits is struck after 
taxation, the moderate fall reflects satis- 
factory results. Similarly the fall in 
MICHAEL NAIRN & GREENWICH 
net profits from £241,196 to £227,019 is 
not serious. A substantial rise in profits 
is recorded by ENGLISH CLAYS 
LAVERING POCHIN & CO. The report 
of PHARAOH GANE & CO. points out 
that the apparently large fall in profits is due 
to the exceptionally good results of 1938, 
but that earnings have also been affected 
by the “‘<e~ of war on the execution of 
contracts Baltic timber exporters. 
RIO DE TANEIRO FLOUR MILLS 
report a moderate but satisfactory rise in 
total profits. 


MISCELLANEOUS 


National City Bank of New York.— 
Net earnings for 1939, after taxes and 
depreciation, were $17,642,169 (including 
$6,978,524 surplus from sale of bonds 
transferred to reserves), against 1938 
earnings of $10,547,750 (including 
$2,856,889 from sale of bonds). Excluding 
profits on bond sales, 1939 net earnings 
were $10,663,644 ($7,690,860). Dividends, 
$6,200,000 ; to undivided _ profits, 
$4,463,644. 


Transvaal Gold Output, December. 
— Witwatersrand, 1,072,380 fine ounces; 
other districts, 28,351 fine ounces: total, 
1,100,731 tine ounces. November total, 
1,103,135 fine ounces. Native labour 
employment at end of December: gold 
mines, 304,881; coal mines, 17,853; 
total, 322,734. 
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British Tin Investment Corporation. 
—Profit 1939, £146,047 (£144,103). Ordi- 
nary dividend maintained at 7 per cent. 


Michael Nairn and Greenwich.— 
Total revenue 1939, £230,968 (£244,991). 
Net profit, £227,019 (£241,196). Dividend 
and bonus maintained at 15 per cent. 
Carry forward £63,203. 


Broken Hill Proprietary Company. 
—It has been decided to issue to share- 
holders shares equal to 64 per cent. of 
holdings as at January 16, 1940. It has 
also been decided to increase the capital 
from £15,000,000 to £25,000,000. Subject 
to court sanction, it is proposed to 
modernise the company’s memorandum of 
association. 


Scottish Stockholders Investment 
Trust.—Total revenue for year to 
November 30, 1939, £47,171 (£50,122). 
Interest and expenses, £27,090 (£27,559). 
To taxation, £200 (£250). Preference 
dividend, £21,791 (£19,800). Carry for- 
ward, £10,060 (£9,979). Depreciation 
on investments, 23°8 per cent. (27:5 
per cent.). Changes on _ investment, 
Dr. £37,541 (Dr. £54,731). 


(Continued on page 82.) 


Dividend 


Announcements 


Rates are actual unless stated per annum 
or shown in cash per share. Rate for 
previous year refers to total dividend, unless 
marked by asterisk to indicate interim 
dividend. 


*Int. 


Company or | Total 
+Final 


| | if Year. 


BANKS 
Barclays Bank “ A” 3t 
Do. “7” 7 
Clydesdale Bank 
Com. of Australia ... 
District 


cee and Leinster | $5lo 
Nat. Provincial 1 
Northern Bank “‘A”’... 
Prov. of Ireland 
Union Discount 
Union of Australia ... 
Williams Deacon’s ... 

INSURANCE 
Scot wot Rovermoneey ase 

—_ 


guainadee Ests.. 
Bukit Kajang Rbr. ... 
Chandpore Tea 
Deundi Tea 

Doom Dooma Tea... 
Highfields Ceylon ... 
Kepong Rubber 
Pabbojan Tea 


yih 
Standard Tea (Cey.) 
MINING 


Ashanti Gold 

Bibiani 

Brit. Tin. Invstmt. . 
Elec. ere &Ord. ) 


INDUSTRIALS 
Sate Resets < Oil 


Berry 

Bush we er) & dl 
Cardinal Invst. 

Clifford Motor. 

Debenture Corpn. ... $} 
East India Tmwys . +4 
Guardian Invst. 4lot 
Leyland Motors ees 
Lovibond (John) 4* 
Nairn (Michael) sf 
peereen | Invest. . 
Pullen (R. aot (a)2s 
Royal bateh EAD cocpes 5* 

Scot. Amer. Inv. “A” St 
Shell Transport $ 
Singapore Traction... a 
Third Scot. Am. Tst. 
Tobacco Sec. Tst. ... iit 

Do. . 
Trianco “3 
Vosper, Ltd. (Def.)... it 
Weber (L. & J.) &c. 

UNIT TRUSTS 
British General “ A” 
Gilt Edged Fixed. 
Third British 


Tilo 


Jan. 15 D 2 
Jan. 15|$3.0822 
Feb. 15| $5°6 


(b) Payable in 


Pence 


(a) Paid on a larger capital. 
Australian currency. + Tax free. 


BIBIANI (1937).—Ordinary dividend raised from 
15 to 25 per cent. 


COMMERCIAL BANK OF AUSTRALIA.— 
Interim dividend 313 per cent., as before. 


IPOH TIN DREDGING.—Interim dividend 12): 
per cent., against nil. 
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Industry and Trade 


Changes at the Steel Control. — Sir Andrew 
Duncan has proved himself an organiser of outstanding 
ability and drive and his elevation trom the post of Con- 
troller of Iron and Steel to the Presidency of the Board 
of Trade is one of the best appointments so far made 
by Mr Chamberlain. But the gain of the Board of Trade 
is the loss of the Ministry of Supply. Sir Andrew Duncan’s 
post has been filled by the promotion of Colonel Sir 
William Charles Wright from Deputy Controller to Con- 
troller. In contrast to Sir Andrew Duncan, who was not 
connected with the iron and steel industry before his 
appointment as chairman of the Executive Committee 
of the British Iron and Steel Federation in 1934, the new 
f Iron and Steel has long been closely associ- 
e industry, as chairman of Baldwins and of 
, Baldwins Iron and Steel, for example. The 
ained by Sir Charles Wright as Controller of 

‘Wteel Production from August, 1917, to the end 
of the Great War should stand him in good stead. But 
although Sir Andrew Duncan has already done much in 
organising the industry for war purposes, Sir Charles 
Wright’s new position is anything but a sinecure, especi- 
ally as the ideas of the members of the industry do not 
always coincide with the national interest. 







* * * 


Britain’s Idle Hands.—Three and a half months of 
war have not only failed to make any impression on the 
total of unemployment in this country, but the number of 
persons out of work in Great Britain on December 11th 
was actually 130,000 higher than on August 15th. It is 
true that there has been a reduction in the number of 
registered unemployed, amounting to 28,000 persons, 
between October and November and to 41,000 between 
November and December, but the fall has so far been 
insignificant. The Economist’s index of unemployment, 
which is adjusted for normal seasonal variations, rose by 
16.6 per cent. between August and October, and it has 
fallen by only 3.4 per cent. in the two succeeding months. 
Unemployment in the industries on which military expen- 
diture is mainly concentrated has declined, and, as Mr 
Burgin showed in a review of the achievements of the 


EMPLOYMENT AND UNEMPLOYMENT IN GREAT BRITAIN 








Unemployment 


Insured persons aged 
employed 
Percentage; (excl. agriculture) 


Registered unemp oyed 
aged 14 and over 
(incl. agriculture) 





Dateof | ssSCOsFéCSsSsS tt insured 
Return persons 
Total | (aged 16-64) : 
Of whom) Unem- ndex, 
index, | wholly | PIYS9 | ee | Salared 
adjusted / unem- agriculture) F ccnpenel 
Number an ployed variations 
variations 
1988 000 {1935 = 100} ’000 % 000 1935 = 100 
Sept. 12 ..... 1,799 88-6 1,324 12:9 11.438 110 
Oct. 17 ..... 1,78) 87- 1,409 125 11.466 . 110 
Nov. 14..... 1,828 89-6 1,456 127 11,441 110 
eB csoee 1,831 91-9 1,474 12-7 11,466 110 
an. 16 ..... 2,039 93-0 1,594 14-0 11,299 1101, 
eb. 13 ..... 1,897 87°9 1,538 13-1 11,435 Llilg 
r. 13 1,727 84-6 1,429 12-0 11,606 112 
April 17..... 1,644 81-5 9343 11-3 11,712 11219 
y 15... 1,492 74°7 1,234 10 3 11 &70 114 
June 12 1,350 67:6 1,099 9-5 12,005 115 
July 10 1,256 62-2 1,014 8-8 12,112 11619 
Aug. 14...... 23: 60:7 968 86 12,100* 116 
BB cece. 1,330 65-9 1,052 9-0 (a) (a) 
Oct. 16 .. 1,431 70-8 1,222 9-5 (a) (a) 
Nov, 13.. 1,403 69-1 1,213 9-2 (a) (a) 
Dec, 11 ...... 1,362 68-4 1,171 noe (a) (a) 








- ~ (a) No longer available. 





Ministry of Supply on December 29th, the output of 
€quipment and munitions has increased. But the expansion 
in the military sector of industry has so far been consider- 


ably smaller than the decline in the civil sector, which, 
owing to the mobilisation of many thousands of workers, 
has been much greater than the unemployment figures 
suggest. The fall of 41,000 in the number of registered 
unemployed between November 13th and December 11th, 
indeed, was due chiefly to a seasonal improvement in the 
distributive, hotel and entertainments trades; unemploy- 
ment in these three trades alone declined by 29,000. 
There was a further, though comparatively small, reduc- 
tion in unemployment in engineering, shipbuilding, and 
in the motor vehicles and aircraft industries, but an in- 
crease in agriculture, building and coal-mining. In fact, 
the unemployment statistics give the impression that the 
mobilisation of Britain’s economic resources has so far been 
proceeding at a somewhat leisurely pace. 


* * * 


A Start in Cotton Control.—On January 3rd the 
Minister of Supply signed an Order (effective from Janu- 
ary 4th) which marks the first stage in the control of the 
cotton industry and in its adaptation to war conditions. 
Control is to begin in the initial stage of manufacture, i.e. 
in the production of yarn. Broadly, the Order provides for 
the control of the margin between the cost of raw cotton 
and the selling price of single yarn. Thus, margins have 
been fixed for all qualities and types of yarn, whether made 
from American or Egyptian type cotton. But in order to 
assist the export trade provision has been made to allow 
the Minister of Supply, when satisfied that assistance 
should be given to any particular market, to permit devia- 
tions from the fixed margins. Mr Frank Platt, Deputy 
Controller of Cotton, pointed out that the Order applies to 


FRENCH LINE C.G.T. 


England to New York 


There will be a departure from an English port 
direct to New York late January by a regular 
New York liner. 


Fares from: Cabin Class, £56.5.0; 
Tourist, £39.15.0; Third, £30.10.0 


West Indies Service 


Monthly departures from France for the French 
West Indies: the next, middle January. 


Passengers desiring accommodation for 
either service should immediately 


apply to: 


20 Cockspur Street, London, S.W.1 


(Telephone: Whitehall 9526) 


or to any Travel Agency 
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about 500 mills. It could scarcely have been expected to 
meet with the unanimous approval of the Lancashire 
cotton spinners, for in many cases the official margins are 
below those previously charged; a number of spinners have 
actually shown their annoyance by refusing to sell at the 
new prices. But these demonstrations need not be taken 
too seriously, for the interval between the last and the 
present war has shown that it is too much to expect agree- 
ment among Lancashire cotton manufacturers. Actually, 
the introduction of margin control for single yarn, with a 
provision to vary them for export sales, is a big step for- 
ward in the reorganisation of the cotton industry. It is 
understood that price control is to be extended, first to 
doubling yarns and then to cloth, a task of no little 
complexity in view of the multitude of different fabrics. 


* * * 


Employment for Small Firms.—The Minister of 
Supply stated at the end of last month that more than 
17,000 firms were now engaged as contractors under his 
Department, most of them, naturally, being the larger units. 
Where mass production is needed small firms may not 
have the labour, the organisation or the factory space to 
cope with plant of the most economical size. The Minister 
has already stated that he hopes to allot some 10 per 
cent. of the Department’s contracts to small firms, but a 
meeting of small manufacturers held last week considered, 
not unnaturally, that they were entitled to a larger share. 
It would indeed be absurd if such firms, representing con- 
siderable resources of capital and labour, were entirely 
ignored in the productive effort needed to supply the 
necessities of war, but it would be equally absurd to ignore 
the difficulties of fitting small specialised firms into a 
coherent scheme. 


* * * 


Meat Control.—From Monday next, the Ministry 
of Food will become the sole purchaser of home fed fat 
stock, as it is already the sole importer of foreign meat 
for the civilian population. This is a necessary step 
towards that complete control over meat distribution which 
is an integral part of the rationing scheme. The Ministry 
will buy cattle and other fat stock at a number of collect- 
ing centres, whence the animals will be taken to one of 
the 750 appointed slaughtering centres; from these the 
meat will be distributed to wholesale and retail butchers. 
Farmers will be required, after the first fortnight, to give 
twelve days’ notice before sending fat stock to market; 
in return for their co-operation, they have the advantages 
of an assured market at prices, which, even if they are 
lower than those obtained in the Christmas period of un- 
controlled markets, are higher than those originally pro- 
posed by the Ministry. From next Monday, also, a large 
number of small slaughter houses in the country districts 
will be closed, a step which has met with much opposition, 
but which seems justified by the necessity both for more 
economical handling of by-products and for ease of 
administration. Most of the Ministry’s livestock agents have 
been appointed from the existing personnel in the trade— 
auctioneers and dealers—but in the first few weeks, some 
delays and confusion are bound to occur. They will pro- 
vide no reason—though they may be the occasion—for an 
outcry against the evils of bureaucracy and the policy of 
rationing. 


* * ot 


Divergences in Oil Prices.—The outbreak of war 
was heralded by a boom in world petrol prices, but, as was 
pointed out in The Economist of September 23, 1939, the 
expectation of a large increase in military requirements, 
upon which the movement was based, had little justifica- 
tion; the gradual realisation of this fact has been respon- 
sible for the sizeable reaction which has since occurred. 
Thus, United States motor gasoline (64/66 gravity, 65 
octane), whose price advanced on‘the Gulf export market 
from under 5 cents per gallon at the end of August to 
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almost 7 cents a month later, is now quoted at no more 
than 6 cents. The expansion of refinery operations on the 
erroneous assumption of a substantial growth in demand 
has been responsible for an increase in stocks; stocks of 
finished and unfinished gasoline have risen to over 81 
million barrels, an increase of about 10 million barrels 
over the figure for this time last year. As domestic re- 
quirements in the United States are showing the normal 
seasonal contraction, the possibility of further reductions 
in petrol prices cannot be ignored. In heavy oils, on the 
other hand, the position is much more favourable. Owing 
to the relatively high level of business activity and the 
record domestic demand for heating oils, stocks of gas 
oil east of California have been reduced below 24 million 
barrels, while those of fuel oil in the same States have now 
reached the low level of 26 million barrels. Comparable 
figures are not available for last year, but the reduction 
since then has been substantial. That the export market in 
these products should lately have been showing a firm ten- 
dency is therefore not surprising. Even more impressive 
is the advance in high-grade Pennsylvanian lubricating 
oils; in some instances prices are almost double those 
ruling twelve months ago and from 50 to 60 per cent. 
above the immediate pre-war level. In the case of these 
much-sought-after products the rise, which had begun 
early in the year, has been virtually uninterrupted since the 
outbreak of the war; both the production and manufacture 
of Pennsylvanian grade oil had been kept within prudent 
limits for many months, and no sudden expansion of sup- 
plies was possible when demand turned upward. 


* * * 


Boom conditions have characterised the Roumanian ex- 
port market in recent months. Keen competition for the 
country’s oil products—especially from Germany, which 
is now denied access to all other foreign sources of supply, 
with the exception of Russia—and the continued decline in 
crude oil production are the principal causes. Since the 
outbreak of war the price of light motor spirit on the 
Roumanian export market has been raised from 66 to 115 
gold shillings per metric ton, kerosene from 44s. 9d. to 
84s., gas oil from 44s. 6d. to 79s., and fuel oil (which had 
previously been substantially advanced) from 33s. 3d. to 
36s. Though the rise has been partially offset by the recent 
devaluation of the leu in terms of the Reichsmark there is 
some satisfaction in the knowledge that the Nazis have to 
pay so dearly for these vital products. 


* * * 


Rise in Wheat Prices.—For the first time since 
October, 1937, wheat futures in Chicago rose in December 
to more than a dollar a bushel. The extent of the rise in 
Chicago, Winnipeg and Buenos Aires is shown in the 
following table: — 


Nov. 28, Dec. 19, Jan. 10, 
3 


1939 1940 
108-5 102-0t 
87:0 87 -0F 
8-54 8-0 


1939 
cents per bu. 88-75 
Winnipeg, Dec. cents per bu. 72-63 
Buenos Aires, Feb.... pesos per quint. 7-36 


+ May futures. 


Chicago, Dec. 


The two main reasons for this bullish market have been 
the deteriorating prospects of the growing American crop 
and the poor harvest now being gathered in Argentina. 
The latest report issued by the United States Bureau of 
Agriculture indicates « wheat crop of less than 400 million 
bushels, compared with one of 563 million bushels har- 
vested last autumn. The fall is due to the prolonged 
drought in the winter wheat belt, where much of the seed 
has failed to germinate. In Argentina the northern wheat 
districts were seriously affected by severe rains in October, 
and these were followed by hard frosts at the end of 
November and in early December, which were concen- 
trated in the southern area. Consequently, the wheat 
harvest is now estimated at 147 million bushels, against 2 
yield last year of 316 million bushels. It is clear, therefore, 
that the harvests in two of the major wheat exporting 
countries will be very much smaller than last year, but, on 
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the other hand, existing stocks are exceptionally large. 
The 1939-40 exportable surplus in North America, Argen- 
tina and Australia will amount to more than 700 million 
bushels, while requirements of importing countries barely 
exceed half that quantity. There is therefore no prospect 
of any shortage in wheat supplies during the coming 
season, and the recent hesitation in prices in exporting 
markets seems to show that the upward spurt was excessive. 


* * * 


Aluminium in Germany.—Germany has _ intro- 
duced a general prohibition against the use of aluminium 
for civilian purposes. A number of uses are exempted from 
this order, but in these cases (high-tension cables, reflec- 
tors, pistons for engines, radiators, etc.) a special permit 
must be obtained. Substitutes for aluminium recommended 
by the German control department are zinc, the supply of 
which has been greatly improved by the conquest of Upper 
Silesia, steel, glass and synthetic resins. This new move is 
of particular interest, as aluminium constituted the chief 
substitute metal in Germany in the past. Bauxite supplies 
could be readily obtained from some neighbouring countries 
in the south-east, and the capacity of the German alumi- 
nium industry was raised by leaps and bounds since 1933; 
Germany’s production rose from 25,700 metric tons in 
1933 to 193,400 metric tons in 1938 and approximately 
200,000 metric tons in 1939. Despite the rising produc- 
tion, which raised Germany to the rank of the largest 
aluminium producer in the world, output remained slightly 
below consumption in each of the past seven years. The 
losses of German aeroplanes in the war will further 
raise the country’s armament demand for aluminium, and 
as materials for the construction of new aluminium works 
and workers for their operation are scarce, a sharp curtail- 
ment of civil consumption has proved necessary. 


* * * 


Balkan Tobacco.—In any shift of trade from its 
accustomed channels to those dictated by military necessi- 
ties difficulties will be met. But Lord Dulverton’s letter in 
The Times of January 6th on the subject of larger British 
imports of Balkan tobacco seems to have exaggerated the 
probable difficulties to the same degree by which the 
previous correspondent underestimated them. By showing 
that the total production of tobacco in the three main pro- 
ducing countries in South-East Europe—Bulgaria, Greece, 
Turkey—exceeded the annual British consumption of all 
tobacco, Lord Dulverton gave a somewhat misleading 
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account of the problem. The object of increasing British 
imports of Balkan tobacco is partly to deprive Germany of 
some part of her supplies of a nerve-soothing drug, 
partly to increase her financial difficulties by making her 
pay very highly in foreign exchange for the amounts she 
actually imports, and partly to make these Balkan coun- 
tries less dependent on the German market. For these 
purposes it is not necessary for Britain to purchase the 
whole Balkan production or even the total exports of 
tobacco; all that is necessary is to compete with Germany 
for the tobacco that would normally have been bought by 
her. In 1938 German imports of unmanufactured tobacco 
from Bulgaria, Greece and Turkey amounted to 49.4 
million kg., or about 109 million lbs. It should not be 
impossible to divert much of this trade to the United 
Kingdom, whose annual consumption of tobacco is about 
180-190 million lbs. The main obstacle in the way of such 
an increased trade is probably not lack of goodwill but a 
certain inertia and the existence in this country of huge 
stocks of tobacco. At the end of July there were 535 
million Ibs. of tobacco in British bonded warehouses, which 
represents nearly three years’ consumption at peace-time 
levels. 


* * * 


Nitrate and War.—Owing to the war the British 
Sulphate of Ammonia Federation has not published its 
usual annual figures of the world output and consumption 
of nitrogen. In the year to June, 1938, the last year for 
which figures are available, production reached 2,880,000 
metric tons and consumption 2,872,000 metric tons; in 
1938-39, consumption probably exceeded 3,000,000 tons. 
Demand has now been intensified in the belligerent coun- 
tries both for agricultural purposes and for the military 
needs of explosives and munitions. But a shortage of 
nitrogen is now improbable, even in war, as the world 
capacity for manufactured (by-product and synthetic) 
nitrogen far exceeds 4,000,000 tons per year; all belligerent 
countries as well as most of the other European States are 
virtually self-sufficient, and, if necessary, new plants can 
be built. A boom in Chilean natural nitrate, as in the last 
war, is therefore most unlikely, particularly since Europe is 
the largest consumer of all forms of nitrogen; about three- 
fifths of the world’s nitrogen is consumed in European 
countries. No official statement has been made so far on 
the effects of the war on the working of the European nitro- 
gen cartel and the agreement between that cartel and the 
Chilean producers of natural nitrogen, but it can be taken 
for granted that the schemes have been discontinued since 
belligerents on both sides have been signatories. 


INDUSTRIAL REPORTS 


Coal 


Sheffield. — Industrial fuels are 
well taken up, and there is steady 
trading in household coal. Demand by 
utility undertakings is rather easier. 
Coking smalls move freely, and there is 
a regular demand for coke at the re- 
cently advanced prices. There is a good 
export trade in best steams and nuts. 
Fairly heavy bookings have been made 
for cobbles, doubles and singles at un- 
changed prices. 


* 


Newcastle-on-Tyne. — Local in- 
dustrial requirements are a_ strong 
feature of the North-East coal market, 
while foreign inquiry at the present is 
about average. The colder weather has 
brought some demand for domestic 
coal, but supplies have been adequate. 


Coke continues the firmest section of 
the market with inland and export de- 
mand fully maintained. 


* 


Glasgow. — Outputs early in the 
week reached normal levels again after 
the holidays. In the west, where the 
collieries cater mainly for inland de- 
mand, pressure is keen for industrial, 
public utility and domestic fuel; and 
in Ayrshire this is accentuated by buy- 
ing on Irish, coastwise and Contin- 
ental account. Tonnage supplies are 
somewhat irregular, but not unsatis- 
factory in the circumstances. 


* 


Cardiff.— Outputs are being well 
maintained and exports in the foreign 
and coastwise trades continue to exceed 
those for the corresponding period last 
year. The tonnage position is satisfac- 
tory, but clearances are in some cases 


delayed by difficulties in the completion 
of crews. Steam coals are actively in 
demand and there are improving in- 
quiries also for anthracite grades. 


Iron and Steel 


Sheffield. — The iron and steel 
market is firm and active. For some 
classes of material supply and demand 
are closely balanced. Forge and foundry 
requirements are heavy, but there is no 
actual shortage. It is not easy to meet 
the full demand for basic pig. Business 
in finished iron shows a steady increase. 
Transactions in steel billets and large 
and small steel bars are on an impor- 
tant scale, and structural steel is being 
called for in larger quantities. 

In the iron and steel scrap market 
there is a feeling that prices might 
be raised to bring them into closer 
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relation with those of pig iron. There is 
an active demand for most classes of 
material. 


* 


Middlesbrough. — Official require- 
ments absorb the greater part of the 
output, but there is a steady call for 
shipbuilding and constructional steel, 
and certain quantities are being allo- 
cated to overseas customers. Owing to 
the increase in the consumption of East 
Coast hematite pig iron, stocks are fall- 
ing. Foreign ore imports are improv- 
ing. Semi-manufactured steel is in 
strong demand by re-rollers and it is 
expected that supplies will be 
augmented by further early overseas 
arrivals. Heavy steel scrap is in strong 
demand. 


* 


Glasgow. — Works have entered 
upon what is expected to be a long 
spell of intense activity. At some plants 
it has not been possible to make a re- 
start on account of repair work being 
still uncompleted. Steelmakers have an 
enormous amount of work on books 
including a particularly heavy tonnage 
of plates. Re-rollers are finding it diffi- 
cult to keep all plant in operation on 
account of the irregularity of supplies 
of semis. Home producers have so 
many Calls on their plant at present that 
tonnage of semis produced is small; 
deliveries from the Continent are still 
somewhat irregular, but improvement 
is expected shortly. 


* 


Cardiff. — In the iron and steel in- 
dustry the current tinplate production 
since the Christmas holidays has been 
at the rate of approximately 78 per 
cent. of capacity, and in view of the 
scarcity of steel any further increase 
on this rate of output is unlikely. In- 
land demand is exceedingly active, but 
owing to adverse shipping move- 
ments exports have temporarily de- 
clined. There is a lull in the demand for 
sheets, and the shortage in the supply 
of scrap is also restricting the output 
of steel ingots, for which the current 
production, although approximately 90 
per cent. of capacity, is not equal to 
demand. 


* 


News from Abroad.—In view of 
the unwillingness of exporters to under- 
take new sales, business on _ inter- 
national steel markets has been very 
poor. Owing to the discontinuation of 
German coke supplies, Belgian steel 
producers are no longer able to main- 
tain their exports. British and French 
offers are very scarce, but supplies from 
America are growing. 


Raw Cotton delivered to Spinners 


"| __Week ended | From Aug. 1 to 
Variety Dec. Dec. Dec. Dec. 
(000 bales) 21, 29, 30, 29, 
__________}_1939 | _1939_|_ 1938 | 1939 
439 550 
103 150 
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Textiles 


Cotton (Manchester).—The insti- 
tution by the Ministry of Supply of 
fixed prices for cotton yarns has had a 
very disturbing effect upon the market. 
Some spinners have resented the cuts 
in margins and have refused to sell at 
the revised rates. The leading combines, 
however, have faced the situation and 
been prepared to sell freely on the new 
basis. Buyers of cloth have been keen 
to know the concessions available from 
manufacturers as a result of the cheaper 
prices for yarns, but many makers of 
Piece-goods have not been able to quote 
as they have not been sure of being 
able to purchase yarn. The general in- 
quiry in the market, however, has been 
encouraging and undoubtedly a lot of 
business is waiting to be done when 
conditions have been stabilised. 


THE COMMODITY 
MARKETS 


THE trend of wholesale prices has 
been divergent in the past week. Wheat 
prices, for example, have moved down- 
wards following better crop news from 
the winter wheat belt in the United 
States. The prices of most textile raw 
materials, on the other hand, showed a 
further increase; cotton, flax, jute and 
silk are all dearer than a week ago. The 
market in tin was firmer, but rubber 
prices are scarcely changed on the week. 


* 


Metals.-—- There was again no 
change in the official maximum prices 
for copper, lead and spelter. In the 
United States, buying has fallen off 
but prices are steady. 


* 


Tin. — The London tin market 
ruled firmer and after a further fall to 
£244 10s. the price recovered and 
closed on Wednesday at £248 per ton, a 
net rise of £3 10s. on the week. The 
backwardation for three months has 
widened from £1 to £1 5s. this week. 
Offerings have declined this week both 
in London and in the East, which may 
indicate that producers are not satisfied 
with the present price level. Private de- 
mand in the United States has fallen 
off recently, but the United States 
Government is a steady buyer. Recently 
some Bolivian tin has been offered to 
the United States Administration by 
the American Metal Company, from 
which it appears that a certain quantity 
of Bolivian tin is now being treated in 


Wortp SHIPMENTS OF WHEAT AND FLOUR 


Week ended \From Aug. 1 to 
a sceinreatehell diaierevgunncmiisiitel 
Dec. | Dec. | Dec. | Dec. 
16. 23, 
1939 


, | 23, | 24 
| 1939 | 1939 | 1938 | 1939. 

333| 176 12,727) 9,474 
2,551| 9,263 


From 
(7000 quarters) 


Danube and dist. 
Other countries ... 


__ Total 
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the United States as in the last war. 
If the Bolivian tin in question had 
been smelted in England or Holland— 
the normal way in peacetime—it would 
have been marketed as English refined 
or Tulip tin respectively. 


* 


Grains. — North American wheat 
markets have eased in the last week, 
due partly to the fact that the drought 
in the winter wheat belt has been alle- 
viated by heavy falls of snow. The 
official estimate of 304 million bushels 
for the end of season stocks in the 
United States indicates that no further 
exports are expected in the current 
season; it is reported that the export 
subsidies will be withdrawn. Little 
business is reported ia maize, but 
prices on shipping markets remain 
steady. The introduction of price con- 
trol for single yarn is discussed on 
page 75. 


* 


Oils and Oilseeds. — Trade de- 
liveries remain on a satisfactory scale; 
prices are generally unchanged, except 
for an increase of £4 per ton in the 
official price of linseed. A new schedule 
of prices for oilcakes and meals has 
been issued with advances ranging 
from 17s. 6d. to 30s. per ton. The first 
official estimate of the area sown in 
India to pure linseed is 2,802,000 acres, 
compared with a similar estimate of 
3,094,000 acres last year. The new Plate 
crop is now loading at the seaboard. 


* 


Rubber. — After a period of in- 
activity at the end of last week, busi- 
ness revived both in London and New 
York; London prices show little change 
on the week, while those in New York 
have fluctuated irregularly. It is be- 
lieved that purchases of rubber under 
the Anglo-American barter agreement 
have been resumed after a break at the 
end of the year. 


* 


Furs. -- Early this week 20,000 
skins were offered for sale in London, 
of which some 85 per cent. were sold. 
Prices, however, were 30 per cent. 
lower than last year. At the first silver 
fox sale of the New Year, total offer- 
ings amounted to about 70,000 skins, 
mainly of Scandinavian and to a lesser 
extent of Canadian origin. So far about 
four-fifths of the number of skins have 
been cleared. Prices of half silvery fox 
skins were more or less unchanged 
compared with the December prices, 
while silvery foxes were slightly dearer 
compared with the closing sale of 1939. 


WoRLD SHIPMENTS OF MAIZE AND 
MatzeE MEAL 


Week ended | From Apr. } to 
“Dec. | Dec. | Dec. ; Dee. 
16 


» | 23, | 24 | 23. 

1939 | 1939 | 1938 | 1939 
174] 11,1151 12. 196 
174| 11,680} 1.613 
65, 2,940) 1,216 
16, 1,198) 2,795 

29} 48 1,664) 1,30! 


“ 324! 477 28,507) 19.42! 
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pr. 1 to 
| Dee. 
| 1930 


| 12,496 
| 1,613 
1,216 
3} 2,795 
| 1,301 


7| 19.421 





January 13, 1940 


GOVERNMENT RETURNS 


For the 6 days to January 6, 1940, 
total ordinary revenue was £32,561,000 
against ordinary expenditure of £35,736,000, 
issues Of £11,000,000 under the Defence 
Loans Acts, and issues to Sinking Funds of 
£301,000. Thus, including sinking fund 
allocations, but excluding issues from 
defence loans, the deficit accrued since 
April 1st last is £325,090,000 against 
£256,900,000 a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 
~~ Receipts into the Exchequer 
(£ thousands) 
























| 
. Esti- | April 1,| April 1,) Week | 6 days 
ae mate, /|1938, to/1939, a ended! to 
1939-40) Jan. 7, | Jan. 6, | Jan. 7,| Jan. 6, 
(0) 1939 1940 1939 | 1940 
ORDINARY | 1 
REVENUE | 
Income Tax | 390,000} 111,423) 123,065) 11,699; 15,019 
Sur-tax...... 70,000] 17,250! 20,870) 4,680! 6,020 
Estate, etc., | 
Duties 58,680} 1,250) 1,560 
Stamps ..... 12, ee hak 
N.D.C....... 410: 640 
Other Inl. | 
Revenue 40; 60 





























Customs ... | 239,600] 174,470} 203,122 4,841| 5,077 
Excise ...... | 132,850} 88,800) 102,240 00} 1,090 
1, 

Total Cust. 

and Excise | 372,450) 263,270! 305,362 5,441) 6,167 
Motor Duties} 22,000} 14,893} 11,952! 3,324) 2,131 
P.O. (Net io 

Receipt)... 3,954|Dr.100| 250 
P.O. Fund.. ‘a sah ane 
Crown Lan 970} ... 
Rec, from | 

Sun. Loans 4,681, 734 424 
Misc. Rec. 134) 290 
Total Ord. 

Rev........ | 995,180} 518,048} 577,035} 27,612! 32,561 
SELF-BAL. 








Total ..... {1078629 578,208 a -_ie 33,961 


i Issues out of the Exchequer 
to meet payments 
(& thousands) 
Expenditure} Egti- 
mate, 
1939-40) 
(0) 


April 1,} April 1 Week | 6 days 
1938, to}1939, to} ended} to 
Jan. 7, | Jan. 6, | Jan. 7,' Jan. 6, 


1939 1940 | 1939 | 1940 











| 
| 


230,000} 194,385) 201,789 





- | 247,2 
sup. Serv.(a) 1183711 563,053} 680,465) an 22,978 


204,662) 214,106) 12,450) 12,758 


0, , Plus 


eee [1686141) 583,053|101 7627) 18,383) 33,978 





















35,736 
11,000 


| 
.. [1430911] 767,715] 894,571) 27,833 
502,430) 20,000| 337,162! 3,000 


| 
| 
83,449] 60,160] 62,346, — 1,400 


.._ 11514360! 827,875! 956,917] 29,333! 37,136 














* Supply Services, after addition of issues under 
Defence Loan Acts : (a) excluding expenditure being 
Met from loans; including £500 millions Vote o 

t; allows for supplementary estimates and other 
since April, 1939, and for estimated saving in 
war Budget; (5) after war Budget changes. 


_After raising Exchequer balances by 
£974,728 to £3,353,058, the other opera- 
tions for the week (as shown in the next 
column) raised the gross National Debt by 
415,959,000 to about £8,832 millions. 


THE ECONOMIST 


Finance 


(£ thousands) 


Dest INCREASES (NET) 
Treasury bills...... 18,214 


Dest REPAYMENT 
Public Department 











Nat. Savings Certs. 1,850 Advances......... 6,800 
3% Defence Bds.... 2,625 
Other debt ......... 70 

22,759 6,800 

OTHER ISSUES OTHER REPAYMENTS (NET) 

P.O. & Teleg.......... 550 | Tithe Act ............ 200 
N.Atl.Shipping ...... 33 
Ang.-Turk. Arms... 1 

Overseas Tr. Gtes... 1 
708 200 


AGGREGATE ISSUES AND RECEIPTS 


The aggregate issues and receipts from 
April 1, 1939, to January 6, 1940, are :-— 
(£ thcu;ands) 

Ordinary Exp. ... 894,571 ; Ord. Rev. ......... 577,035 


Issues under Def. Gross borr. 668,366 
Loan Acts...... 337,162 Less— 
Sinking fds. 7,554 

















Misc. Issues(net) 5,260 
Inc. in blees. ... 854 | Net borrowing ... 660,812 
1,237,847 1,237,847 
FLOATING DEBT 
(£ millions) 
| 
| Treasury | Ways and | 
| Bills Advances | Total 
Send ———- | Float Float- 
Date | | | \ 3 | ans 
Ten- Public} of | Debt |/*85¢t 
der | Tap | Depts.| g- | 
too} | | 
Jan. 7 | 474-0| 524-5; 41-0 |; 0-7 ;1040-2) 565-5 
Sept. 30 | 510-0| 676-8} 49-1 ees |1235-9} 725-9 
Oct. 7 |518-0|703-1| 47:3 es. (1268-4) 750-4 
» 14 |531-0/699-8| 52-6 | ... |1283-4! 752-4 
x» 21 |546:0/ 699-9; 49:0 | eee [1294-9 748-9 
» 28 |561-0/ 701-8; 47-9 eee (1310-7) 749-7 
Nov. 4 |580-0/| 706°6/ 59:0 | ... (1345-6) 765-6 
ss 11 |605-0| 695-6| 57:6 ... |1358-2) 753-2 
x» 18 |630-0/ 687°5| 57:5 ees (1375-0) 745-0 
»» 25 | 665-0| 679-7) 53-1 ees |1397-8) 732-8 
Dec. 2 | 700:0/| 697:5| 56:2 eee (1453-7; 753-7 
» 9 | 725-0/|693-0; 55-0 eee (1473-0) 748-0 
os 16 | 740-0) 705:6| 50 5 eee (1496-1! 756 1 
» 23 |750-0| 708-8; 55:9 | ... |1514-7| 764-7 
ean” 760-0 | 709-9| 65:3 | ... {1535-2} 775:2 
Jans "6 |770-0/ 718-1! 58-5 |... [1546-61 776-6 





| 
| 


TREASURY BILLS 











(£ millions) 
| Amount a. 
asia aoe ate ___.| Average | Allotted 
Tender | Applied Re | Mini 
| | App 0 - 
|Offered | “PP” i ae 
al = pee _|____|_ Rate 
1939 is. de | 
Jan. 6| 25-0 | 60-3 | 25-0 11 0-08 29 
Sept.29 | 55-0 , 96:3 | 55-0 |48 9-83; 45 
Oct. 6| 50:0 | 97:0 | 50-0 42 6:63, 52 
» 13 | 50-0 |103-0 | 50-0 |40 8-28 24 
» 20| 50-0 | 98-2 | 50:0 [34 3-39) 59 
» 27; 55-0 | 99-9 | 55-0 23 8-83, 31 
Nov. 3 | 55-0 |102:6 | 55-0 [23 4:39 53 
» 10} 55-0 | 95-5 | 55-0 |23 4-66, 61 
» 17| 65-0 |105-8 | 65-0 |23 8-01| 49 
» 24} 65-0 | 106-3 | 65-0 |23 11-46! 60 
Dec. 1 | 65-0 |105-9 | 65-0 |23 10-21| 42 
» 8 | 65:0 | 94-6 | 65-0 [24 6-48 57 
» 15 | 65-0 | 92-6 | 65-0 [25 3-81) 70 
3 22 65-0 | 89-5 | 65-0 24 7-63 67 
2 | 65:0 | 995 | 65-0 [24 467 47 
Jan. 5! 65-0 '104:0 | 65-0 '22 3-54 63 


| 





On January 5th applications at £99 14s. 5d. per 
cent. for bills to be paid for on Monday, Tuesday, 
Wednesday, Thursday, Friday and Saturday of follow- 
ing week were accepted as to about 63 per cent. of 
the amount applied for and ——— at higher 

rices in full. £65-0 millions Treasury bills are 
Bein g offered on January 12th. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% BONDS 


The Revenue returns for the six weeks ended 
January 6, 1940, show amounts paid into the 
Exchequer of £20,900,000 net or £24,250,000 gross 
from sales of National Savings Certificates, and 
£24,275,000 gross from 3 per cent. Defence Bonds. 
For the week ended January 6, 1940, the receipts 
paid in are £1,850,000, £2,500,000 and £2,625,000 
respectively. 


CURRENT STATISTICS 


LS a 
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BANK OF ENGLAND 
RETURNS 
JANUARY 10th, 1940 


ISSUE DEPARTMENT 


£ 


£ 
Notes Issued : Govt. Debt.... 11,015,100 


In Circln. ...536,132,242 | Other Govt. 
In_ Banking Securities 565,038,437 
Dept. ...... 44,087,319 | Other Secs.... 3,434,543 
Silver Coin.... 511,920 
Amt. of Fid. 
Issue ...... 580,000,000 
Gold Coin & 
Bullion (at 
168s. Od. per 
oz. fine)..... 219,561 
580,219,561 580,219,561 


BANKING DEPARTMENT 


£ £ 
Props.’capital 14,553,000 | Govt. Secs. 127,356,164 
TROBE. occccccee 3,400,830 | Other Secs. : 
Public Deps.* 27,852,681 Discs. etc. 6,304,551 
——_—_—. Securities... 25,352,212 
Other Deps. : —_—-———- 
Bankers .... 115,719,248 31,656,763 
Other Accts. 42,500,459 | Notes......... 44,087,319 
————— | Gold & Silver 
158,219,707 | Coin ...... 925,972 
204,026,218 204,026,218 


_ * Including Exchequer, Savings Banks, Commis- 
sioners of National Debt, and Dividend Accounts. 


THE WEEK’S CHANGES 
















(£ thousands) 

| Amt, | Compared with 

Both Departments J = aa om “en 

| Week Year 

“COMBINED LIABILITIES | | | | 
Note circulation ........ +. | 536,132); — 11,295!-+ 60,489 
Deposits : Public ......... | 27,853|+ 10,660)+- 8 639 
Bankers’ ...... | 115,719} — 12,918|— 2,420 
Others ......... | 42,501/— 10,194)-++- 5,848 
Total outside liabilities.. | 722,205) — 23,747) +- 72,556 
Capital and rest ....... eee | 17,954) + 26} -—- V7 
COMBINED ASSETS ne 
Govt. debt and securities | 703,410! — 26,040] + 207613 
Discounts and advances 6,305}+ 1,748)— 15,817 
Other securities .......... 28,787|+- 703\+ 6,376 

Silver coin in issue dept. 512) - 149} + 
| 


Gold coin and bullion 1,146) +- 
RESERVES 
Res. of notes & coin in 
banking department... | 45,013) + 11,312/4 6,409 
Proportion of reserve to | 
outside liabilities— 
Bankg. dept. (“‘ pro- | 
“Portion ”).... sss. | 241%!) + T2%I— 54%, 





COMPARATIVE ANALYSIS* 

















(£ millions) 
1939 1940 
Jan. | Dec. | Dec. | Jan. {| Jan. 
11 | 20°} 27 |°3 | 10 
Issue Dept. : | | 
Notes in circ. | 475-6) 552-3; 554-6) 547-4) 536-1 
Notes in bank- | 
ing dept. ..... | 50-8! 27-9! 25-6; 32-8) 44-1 
Govt. debt and | | 
securities .... | 399-6 576-3) 576-3! 576-3} 576-0 
Other secs. ... | O-1) 3°11 ‘0 3-0, 3-4 
Silver coin... | 0-3} 0-7, 0-7} 0-7; 0-5 
Gold, valued | 126:4, 0- 0-2} 0-2) 0-2 
at s. per f. 02. | 84-96 168-00 168-00)168"00 168-00 


19-2 34:5} 29-7 17-21 27: 
~ | 118-1} 114-9) 117-3] 128-6) 115- 
». | 36:7) 40-4! 42-0) 52-7) 42- 
“| 174-0) 189-8] 189-0) _— 186- 
96-2} 145-2) 151-5} 153-1) 127- 

5-4 4:3) 4:6 6 

22-3} 28-0] 24-6] 25-1| 25- 
prota ws 178-6| 180-4| 182-8) 159- 
reserve | 28-9} 26-6) 33-7) 45: 


1%) 4) 4) % 
16:9} 24: 


m UIT 


NS 
NS 
_ 





-_- © be be WD be 


° ° 
5-3 14:0 





t 





* Government debt is £11,015,100; capital 
£14,553,000. 
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OVERSEAS BANK 
RETURNS 


NOTE.—The latest return of the Bank of Finland 
appeared in The Economist of December 9th ; 
Argentina and Denmark, of December 16th; 
Egypt, Hungary, Iran, Latvia and Roumania, of 
December 23rd; Bulgaria, Greece, Norway and 
South Africa, of December 30th; Australia, 
Canada, Estonia, Jugo- Slavia, Lithuania, New 
Zealand, Reichsbank, Sweden and Turkey, of 
January 6th. 


BANK FOR INTERNATIONAL 
SETTLEMENTS.—(Million Swiss gold 
francs of 0-29 grammes) 

Dec. | Oct. | Nov. | Dec. 
31, | 31, | 30, | 31, 
1938 | 1939 | 1939 | 1939 
42-1] 17-5 22-6 
17-8] 15-9 
16-6] 13-8 
149-0} 109-5 
72:1] 48-5 
35-6] 26-6 
261-8] 214-3 
0-9] 6-2 


ASSETS 

and 
(a) Commercial bilis 
(6) Treasury bills .. 


Time at interest 
Sastry bills & invests. 


v 
weSSs SBE 
NAAROS wae 


leposits : 
“Annuity trust .. 153-2) 153-1) 153-1) 153- 
. eee | 101-8) 76°5) 76°5 ° 


ston ands 133-9) 21-7 a3 


& Other deposits... 5-6 1-6 1-5 
eediibooas tates - bee 9-5} 10-7) 10-3 
neous items... | 42-6) 38- 6 39-1) 40- 


U.S. FEDERAL RESERVE BANKS 


THE ECONOMIST 


NEW YORK FEDERAL RESERVE 
BANK.—Million $’s 


~ y Jan. | Dec. | Jan. ; Jan. 
11, | 13, 3, RT 
|_1939 | 1939 | 1940 

py eos om? 6|7005 - 3/7406 - 417472: 5 
ills discounted 1:2; 3-0) 2:3) 2-3 

Bills t bt. in open mkt... | 0-2) Nil | Nil | Nil 
Total U.S. Govt. secs. | 724- 6| 782-0, 754-9, 752-3 
Total bills and securts. | 729- 9 787-0) 759- 3| 756-7 

Deposits : Member- | 

bank reserve account \4670- 8 5838- 5'6403- 1'6436- 6 
RESErVe .....ssesseseeeeee 189°4% 90°7% 91°4% 91°7% 


FEDERAL RESERVE REPORTING 
_MEMBER BANKS.—Million $’s 


| Dec. Nov. | Dec. | Dec. 
; 14, | 15, | 6 | 13, 
1938 | 1939 | 1939 | 1939 
8,496) 8,549 8,646) 8,871 
| | 13,008 14,465) 14,516! 14,652 


7,445| 9,698) 9,748) 9,506 
le 2;522 3,166 3,030; 3,081 
LIABILITIES 


| 
a ommend eee | 16,221 18,604) 18,824! 18,981 
pl 5,256| 5,237) 5,251 
*538| 533 


534, 580 
6,850| 8,830) 8,672) 8,691 


ASSETS 


On Gon "a 
Inter-bank 


_BANK OF FRANCE.—Million francs 
l Jan. Dec. | 1 ee. | Jan. 


5, | 
| 1939 | 1939 | 1939 | 1940 
Gold vvsssenessieree | 81,265 97,266 97,267| 97,267 
Bills : 12,802| 13,324| 12,764 
Bought at ee 39 39 

Advances on securities | 3,686 3,581; 3,482 3,577 
Thirty-day advances.. 839 434, 174) 369 

10,000 10,000) 10,000) 10,000 


Loans to aS without | } | 
interest : (a pment | 
(6) provisio: . | 20,627 20,473} 20,473) 20,473 
Prov. adv. to State ... 10 000 14,200} 14,750 
(10,367 12,001) 11,936) 11,712 


S.F.bds., & otherassets | 
Notes in circulation ... 111520 149455) 141322) 152969 





ASSETS 





LIABILITIES 


January 13, 1940 
RESERVE _BANK OF INDIA 


8, 29, 
1939 1939 
67| ens, tt 
3. 
Balances abroad......... 106 55: ¥ 
Sterling securities ...... 925; 1,075) 1,075 
Indian Gov. rupee secs. 373 383° = 383 
Investments 7 63 65 


1,814) 2,187) 2,245 2,25, 
82} 107) 114 = 117 
he a to = 


| 116 172 195 
. '49-8%|56- 79¢159-7°> 50-4 


BANK OF JAPAN.—Million yen 

Nov. { Oct. | Nov. , Novy. 

26, 28, 18, | 25. 
1938 | 1939 | 1939 | 1939 
Coin & ballon: Gold | 501-3) 501-3) 501-3, 501-3 
Other} 50: 48-1) 53-2) 54-9 

Spse. Sa. exh. Sane... 300-0} 300-0} 300-0! 300-0 
Discounts and advances 493-6| 530-8 583.5 587.5 
Government bonds ... |1411- lig 7,1825-0\2215-) 


6, 
ASSETS 1939 
Gold coin and bullion 444 
Rupee coin 


Agencies’ accounts ... | 156°3} 199-2) 212; 1) 235-4 


i «+ 12132-02686 -9 2538 - -8\2736- 3 
Deposits : Government | 459-7| 567-8 665- 5| 878-0 
___ Other ...... | 160-6] 98-4) 82-1! 109-7 


__BANK OF JAVA.—Million florins 


Dec. | Dec. | Dec. | “Jan. 
16, 23, 30, 6, 
1939 | 1939 | 1939 | 1940 

145 - 86/148 - 38/149 -63 149-47 


84-10] 82-55] 88-16 86-14 
15-46] 16-25] 19-27 15-27 
58-22| 55-85] 46-82 50-74 


194-68!191 -57]193-76 201 -79 
95-22, 97-64) 96-22, 85-90 


ASSETS 
Gold and silver......... 
Discounts, advances & 
other investments ... 
Foreign bills .......... . 
Other assets ............ 
LIABILITIES 
Notes in circulation ... 


Million $’s 
-12U.S.F.R. BANKS |; Jan. ; Dec. 


Deposits: Public ...... 5,270 2,050) 1,913) 1,911 

Private ... 23,669 11,339) 14,351 12,719 

Other liabilities ......... 2,949 3,753) 3,325 3,351 

Gold to sight liabilities | 62-1% 59°6%157-9%/58-0% 

NATIONAL BANK OF BELGIUM 
Million belgas 


Dec. | Dec. | Jan. 


BANK OF PORTUGAL 
_ Million esciidos 
"| Now. Nov. | Nov. | Nov. 
8, 15, | 22, 

1939 1939 | 1939 | 1939 
920-4) 920-5} 920-5! 920-5 
808-9| 776-0) 826-2) 875-7 
429-7) 424-6) 424-2 420-3 
114-8) 114-8) 114-4 114-4 
1035 -7|1035 -7,1035-7,1035-7 


| 
2417 -0|2393-0 2377-2 2367°6 
265°1| 274-9 253-7) 204-1 
ers’ ... | 472-5| 483-0 586-1) 690-9 
Other......... | 127-8] 122-9 121-6 119-0 
Foreign commitments | 365-1| 334-7 332-8) 332°8 


SWISS NATIONAL BANK 
aaa francs 


Jan. , Jan. 
> > 
1940 | 1940 
11,868) 15,025; 15,304 15,384 
eseseevee | 12,294) 15,338) 15,630 15,764 
Total cash reserves ... 418} 303) 316 370 
Total bills discounted 8 7 7 
Bills bt. in open mkt.... | Nil | Nil 
Total bills on hand ... | 7 7 
Industrial advances ... | 11 1l 
Total U.S. Govt. secs. 2,484 2,477 
Total bills and secs. ... 2,502 (2,495 
Total resources ......... 18,785, 19,103, 19,010 


4,905, 4,948 4,886 
4,850 5.270 5,380 


| 

| 

| 

i 

11,288) 11,721; 11,830 | 

eeeeceees 3| 651) 655 | 


ASSETS 
Gold ......... 
ab: 


Government loans... soece 
LIABILITIES 
ne in ee eee 
eposits : Government 
Bankers’ 


Foreign ex etc. 
Bills and securities...... 


LIABILITIES 
F.R. notes in circn. ... 


“Saaeae, 
res. over > 
req 


: Member- 

bank reserve account 
Nov. | I Dec. 

. 30, ES 23, 30, 
1938 1939 1939 1939 
9 -6 2309 -8 2302-8)'2261°6 
279-7; 341-9) 311-1) 361-7 
155-1; 85-6) 91:8) 98:4 
21-9} 60-8] 70-3) 89-6 
Securities 90-9} 95-0) 96-0) 80:9 


LIABILITIES -_ 
Notes in circulation ... {1751-02011 -6)/2021 -8'2050-0 
Other sight liabilities... |1663-2| 827-8] 787-1) 789-0 


N.B.—Exchange Equalisation Fund and the assets 
representing it have been reduced to 533,469,058 frs. 


Total i 10,289 238 13 025 13,162 
sp. paid in and wurplae | 8 tr 
Total liabilities... 18,785 19, 103 19,010 
SETS ORFs 


eecccccces 
eeeccccccccccccese 


Reserve 
U.S.F.R. 
RY COMBINED : 


Monetary gold stock ... 
Treas. & bk. currency 
LIABILITIES 


Jan. | Dec. | Jan. | Jan. 
9, | 1 2 ; 
1461 211018 6013-5], 
27-4; 11-5, 10-4|!024-2 
12-0} 49-8} 35-7] 10-8 
306-5| 217-7, 264-3| 243-2 
987-9|1142-0)1154-2'1116-9 


169°8 Drll- 9| 24 
} 669-5! 203-3! 11 3 184-0 “4 195- 195-1 


ecccce 


Discounts, etc. ......... 


Home and for. bills ... 
2,954: 2,963; 2,965 Loans and advances ... 
Money in circulation... 


posits with F.R. Bks. | 3,585! 3,151 | meet 2,996 | Denes ’ 


EXCHANGE RATES 
(a) Rates fixed by Bank of England  —s_ 


CL pare Par of 
Sentient Jan. 5, | Jan. 6, I 9 teennmtrcgn ~ osnincaecsnnten 
tanaaon i _ — tend ad Jan. 5, | Jen. 6 Jan, 8, | Jan. 9, 


o Scat AI eal 1940° | "1940 
§4-8623 |4-02-04 * 02-04 (4-0 O25 402g 4021 a: OI per £ | | 
2 2 160) 16* | 16* | 16* | 16* #4x| Jo* ) 16* 
4-044 4-04 O4aty |4-03544/ 4035437 4- otf 4-033 F | Riga Tats .. | 25-22'9| 203 | 2659" | 26 sort | 20%" 
ea Ae ele ane ; : Budapest, Pen. | 27-82 | 22* | 22% 22* 
-47 sf (4: a7 Jatt .. a7 Tasf 4-47lgtf :. a7 hats a: a et f Kovno, Lit ... | 48°66 2279* 228 * 2is* 
124-20 |176-17 coore re | 7612—- _‘|1761 Copenhagen, Kr 18-159 20516216 g—5g 2014-34 2015-2: 
4 7619-7812 7619 78h 7619-781 7812| 77-79 | 77-78: 
35-00(a)|23-75- '23- 75-  |23-90- _|23-90- Milan, Lr. ... | 92-465 197.77 (6)177-77 ((0)|77-87 (0)}78- 16 ore: 37 (b)}78:26 (b 
ie _24:00) 24-05 Bel Din. |276°32 160* 160* 160* 160* 160° 
a 200*(8)| 200%(=)| 200%(e)| 200%(2) 200%(¢)| 200% 
Sofia, Lev. ... (673-66 | 320" | 320 320* | 320° 
Helsingfors, Mk 193-23 | 220" | ao0* | aa0" | 225" | gone 


7: "52-57 
7-56tf \7- -56$f 7-56%f 

97lq_| 975g-5g | 9753-58 9759-58 ey 975g—5g | 975¢- 
3914* 3854* 3834* 3854* 


f 
a7: 85-95 17°85-95|17 -85-95)17- “85-95 
’ 3914* 4 
Madrid Pt. ... 25 22le{ 39-40 (b)|39- 40 (6) 39-40 () 39°40 ®) 39-40 (b)|39-40 (6) 


17-65-7517 65-75 
17°75 17° 75— Lisbon, Esc. | 110 10719- 10712- 
10812) 10812 108 108: 


18-00} 18-00 
18-O02¢f| 18- 02tf 510* 0 510* 
521(6) 521 (6)} 521 (6) 
535* 535* 535* 
535* 535* 535* 
1715) 6— 1715;6— |171516- 
18li¢ 18116 1816 18136 18136) 18- 
$24 -58d. 14%4~l2 14316-7136 | 1414-12 |14316—-716 | 1419-33 |14516-"" 
it . 413;6— [1413;9—  |1415;6— 1413;g—  |141516— 
, 15lj6} 1546 15lj6} 15426 
Rio, Mil \¢5-899d. 311¢4* 31lg,* 3539* 31 lg4* 
Valparaiso,Pes.| 40 110 110* lio* | 110 
Lima, Sol. (e) 17+38 |1919-2119]1915-2119]1912-2119}1919-2119/1912-2112 1912-2122 
Montevideo, $ t 51d. {2119-23 (2119-23 [2119-23 [2115-23 |2112-23 2119-23 
Singapore, ¢. if 28d. /28hi6—6 wry 28hie S16 28116—516 [2816-516 “ais 
Shanghai, § vee [Ts + | 48g-5l4 | 41 41g-5lq | 412-54 
Bogota, Pes. 6lo* ce 612 


eeccccee 


> 17,464; 17,697) 11,747 





eoecee 


(b) Market Rates 


Jan. 8, 
1940 


Jan. 9, | Jan. 10, 


1940 1940 Jan. 10, | Jan. 1}, 


1940 1940 


17- 50- |17- 50- 7. 75- 17- 75- 
18-00 


18-00 18-00 18- 
._!18-028F 18-024 |18-028f |18-028f 


FORWARD RATES 
The following rates are for one month, which form the basis for 
dealings for other periods, to a maximum of three months. _ 





Istanbui, £T 
a ba | 


Kobe, Yen ... 


Jan. 9, Jan. 10, Hongkong, $ 


1940 1940 


3ap—Par | 54p-Par 
» ad 
2p-Par | 2p-Par 
1155—Par |Ligp-Par 
3p-Par 3p-Par | 3p-Par 
3p-Par _— 3p-Par 

Par | 3? 3p-Par | 3p-Par 


Jan. 6, | yen. 8, 


Jan. 5, 
1940 40° 


— | 


34p-Par 
‘ 
2p-Par 

llop—Par 
3p-Par 


Jan. 11 
London on 1940 " 


Sap-Par | S4p-Par 


Par 





ar 
2p-Par 
llop—Par 


* Sellers. $ Buyers. + Pence per unit of local currency. § Par 8- 238152 si since — 
devaluation on February 1, 1934. (a) Prior to devaluation on April 2 ial 
| (6) Rate for pa t at the Bank of land for Clearing Offices. (d) 
(e) 90 days. ) Mail Transfer. (g) Trade payments rate. 


= ~ d@ = Discount. _ 
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BANK CLEARINGS Comparison with previous weeks 
in. Publication of the weekly returns of Town Clearing, i | 
S. Clearing, Country Cheque Clearing is suspended until further a Bank Bills | Trade Bills 
aa notice, but particulars of 1939 clearings appear on page 67. ee ee SS 
634 3 Months/4 Months|6 Months'3 Months 4 Months 6 M 
: PROVINCIAL | | ReereT Vmenen some 
3075 
oh ¢ thousands) % % | °% | % % % % 
65 3g 11g | 1732—114 | 11g—151g| 11g | 21p-3 | 234-3 | 3-31 
from | Week ended 3g—114 11g 15 iP 4 2 
a -- 4 16 1g | 21-3 | 234-3 | 3-31 
258 Four weeks ended anuary 1 to Saturday 34-153 | 1739-114] 114 li; 215-3 234-3 3-316 
108 : 34-1 1316 11g | 13g—11q | 21e-3 | 234-3 | 3-3le 
195 Dec. 31, | Dec. 30, Dec. 31, | Dec. 30, | Jan. 7, | Jan. 6. 3g—1 | 119-13 13 11 15 34— 31 
9 1938 "| 1939" somes 1938 | 1939 |°1939°|"1940° : i is a 
i f working NE RK 
ae. I 2 | 2 | 10 | 308 | 306 | 6 5 w YO 
a BIRMINGHAM 8,816 | 8,112 |— 7-9] 120,940 | 116,308 | 3,788 | 3,230 ent, ane Trust Company cables the following money and exchange rates in 
54-9 OL, | 4463 | S179 |t ded] esczer | 7orsai | ita7s | Lasr . 
STOL......00- ° ‘. . b . 
90-0 pm ; 2,941 |— 0-7| 42,984 | 39,901 | ‘986 | 1,090 er Pigaa’ Disae” Pisa” Jioag? Tibyle> 
87-3 1940 1940 
15.) ICESTER . 2s 2,559 |— 2-5| 36,204 | 36,289 | 961 1,018 % % % % % 0, 
35-4 LIVERPOOL '... |. 19,733 | 22,359 |+ 13-3] 267,801 | 261,723 | 5,829 | 5,746 | Call money ........cceceseceseee i i i i i i 
MANCHESTER |" 33,043 | 38,733 |+ 17-2) 475,599 | 498,315 | 11,804 | 13,682 | Time money (90 days’ mixed 
36:3 WCASTLE... | 5,450 | 5,210 |— _4-3| 78,097 | 75,429 | 1,823 | 1,676 TTC oececetadiondsonnaion 11g 11, 11 Llp Ll, Llp 
78-0 NOTTINGHAM | 1,732| 1,411 |— 18-6| 25,476 | 23,871 | °750| 564 | Bank acceptances :— icemeennetinenad ie icenetlammesem 
a nn | mn —— | Memb igible, 90 dys. 1 1 1 1 
il Toul: 9 Towns | 81,795 | 91,827 |+ 12-3/1,153,454|1,173,977| 28,678 |29,730 | Non-mem.—eligibleQ0dys. 13 ? i? 2 2 3 
| DUBLIN ......... 22,502 | 23,439 |+ 4-2! 320,213 | 313,614 | 10,615 | 11,825 A eae Gye f i s I 1 I 
= SHEFFIELDt...|  ... os w. | 55,263 | 47,219 | 1,739 | 1,039 
6, ee 
~, ol Ciearing sf. gaburban cheques through local clearing discontinued from New York on Fen. & Jan. 3 Ja & en Jen 0 hn 
a ember 7, 
ey as Sew — Se | Sar | SBR | SSR | SR | SSR 
S25 mm TB nce eceee eecccceee 8 
0-7 LONDON Demand : | 3013, | 392% | 3925, | 3037 | 3953, | 304i 
| | | Paris, Fr. ..... ee 2:227g| 2-2314| 2-23lg| 2:23l2| 2:245g| 2-241, 
1-79 Jan. 4, | Jan. 5, | Jan. 6, | Jan. 8, | Jan. 9, | Jan. 10,) Jan.11, | B Bel. ..... «- | 16°80 | 16-74 | 16°74 | 16-77 | 16°79 | 16:82 
35-00 1940’ | "1940" | "1940" |"1940" | "1940" |" 1940 "|" 1940" | Switzerland, Fr. ......... 22:43 | 22-43 | 22-43 | 22-43 | 22-43 | 22-43 
. Italy, Lire.........000 eee | 5°05 | 5-05 | 5:05 | 5:05 | 5-05 | 5-05 
aie | Amsterdam, Gids. "0. | 53-34 | 53-28 | 5538. | $9.29. | $9.30. | 59-38 
9 9 9 9 9 9 | i) e: Smeriitt , - ° . e ° 
a Go 8 | % 7 %e to e | % Co ny Kr. sosces 19-321p| 19-3212| 19-3212| 19-3212| 19-3212| 19-3212 
Nov. 1939) serecsereeseee se 2 2 2 2; 2] 2 Oslo, Kr. ......cessesseeees 22-7219 | 22-7212| 22-7212| 22-7212] 22-7212| 22-7212 
22, Market rates of discount | Stockholm, Kr. ......... 23-8212] 23-8212| 23-8219| 23-8212| 23-8212] 23-8212 
1939 60 days’ bnkrs.’ drafts) 1316 11g 11g 1lig lig | Lig | lhe Athens, Dr. ..........00... Ungq’t’d | Unq’t’d | Ung’t’d| 0-73 | Ung’t’d| Ungq’t’d 
920-5 3 months’ do. ....... 1316 lel5i6 11g-131¢:1339—11g! 1330 \11j§—1339 1136-1530 a Can. $ ...... 87-875 | 87-930 | 87-930 | 87-930 | 88-000 | 88-000 
375-7 4 months’ ea 11g | 13;9—114' 1ig-14 15;g-114! 1336 1316 1316 Japan, EN sreceececeeeeee 23-49 23°49 | 23-49 | 23-49 | 23-49 | 23-49 
ied eee en) eee) He | me ee “= I | Blea bee: Gait casad | 22-47 | 22-40 | 28-50 | ab-n0 | 28-28 | 23:28 
035-7 2 months’ neta 1ljg 1lg 1lg lle 1lyg llig lig Brazil, Milreis ............ 5-10 5-10 5-10 5-10 5:10 | 5:10 
367°6 Jennie sina ‘ ant. ak ah ser }e) 3258 - 3 Ps 
204-1 SHOT cacccccescnreen-, | Bqnllg | Sqnddg | Sq-llg | Bq—11y | Bg—11g | Bgl | 34-1 Official Buying Rates for Bank Notes : 
3 Deposit allwncs.: Bk. lg 1g 1g 12 lg lg 1g The following rates were fixed on January 11, 1940 :— 
28 Discount houses at call 12 lg lg lg 1g 12 12 New York, $4-11; Montreal, $4-54 ; Paris, 1781of.; Brussels, 24-30b. ; Amster- 
; At nOtice ...ccecccsssrone | 34 34 34 34 34 a dam, 7-67f1. ; Switzerland, 18-20f. ; Stockholm, 17-40kr. ; Oslo, 18-25kr.; Buenos 
a nal cde Aires, 18-55 paper pesos ; Java, 7-74c. 
30. EXCHANGE RATES (Monthly Tables) TRANSVAAL GOLD OUTPUT 
1930 Statisti 
. tatistics for December, 1939 
oe CENTRAL AND SOUTH AMERICA ; : 
7-4 (on basis of £7 10s. Od. per fine ounce) 
89-6 THE BANK OP jane AND poo Fog omy Lm, amp > following details Net Working 
80:9 telative to quotations for certain oO ou an erican exchanges. Min : 
All these ex , with the exception of Bolivia and Paraguay, are related to the Name — end TZ, | aa Estimated| Working | profit ae. 
2050-0 United States dollar, and the approximate sterling rates may be obtained by applying Value =. 
789-0 the dollar-sterling exchange rate. a Angio-Amercan || kk kp 
assets Bolivia. Sight selling rate on London was 141-40 bolivianos per £ Corporation 
58 firs. on November 29, 1939. Brakpan Mines _...... ssaaee aa seams ieee $r.208 oe 76 
ene Colombia.* Sight selling rate on New York was 175-50 per 100 U.S. dollars | Daggafontein Mines 2 eee 0 9 » : 
on December 12, 1939. This rate applies to holders of permits Boss Daggafontein ... ssteee = here 1s2'BeF saa’ane "2 _" 
buying in the “ open” market. Wen borings ......... 91,000 | :.. | 152,217 | 99,994 | 52,223 | 98 5-9 
Ecuador. Sight selling rate on New York was 15:12 sucres per U.S. dollar S. African d and 
on December 7, 1939. Exploration ceeean 100,000 | ... | 203,429 | 101,702 | 101,727 | 74 11-3 
Guatemala. Sight selling rate on New York is maintained at one quetzal per tend ya 
S. dollar, but a commission of 1 per cent. is charged by the Rand Mines 
" Central Bank for the sale of drafts, Cons: Main Rect". | I7tr000 | 2as26| 2 | ls] SBBEF TS a 
1940” Nicaragua.* Sight selling rate on New York for payment of imports was fixed by | Crown Mines ......... 297,000 | 80,029 | ... «| 259,660 | 85 3 
the National Bank at 5-5212 cordobas per U.S. dollar (including | Durban Rood. Deep | 146,000 | 28,239 eee eee 51,230 |113 10 
16 10 per cent. tax and 12 per cent. commission) on June 9, 1938. nom Rand Prop. ...... aoe os oes eee eae pe x 
202:* Paraguay. | Exchange is quoted on Buenos Aires; the sight selling rate was Gi denhuis Deep ... » aa an 
; 2 % lynn’s Lydenburg... 9,900 2,941 “a eee 6,199 {107 11 
=. 73°20 Paraguayan pesos per Argentine “free” paper peso ON | Modderfontein B. ...| 90,000 | 14,422 |  °.. “| 4% 003 | 85 8 
2014 : ees Modderfontein East | 129,000 | 22,038 |  °.. 1. | 593531 | 96 2 
77-78:° El Salvador. Sight selling rate on New York was 2:5034 colones per U.S. dollar New Modderfontein 197,000 | 30,932 wae +“ 93,656 | 89 10 
3-26 (b» on December 8, 1939. N Min 81,000 pase ove eee a 3 
160* Venezuela. Sight selling rate on New York has been maintained at 3:19 bolivares 2 
200*(e) per U.S. dollar since April 27, 1937. ao17 4,650 }129 9 
aoe * Exchange controls are operative in these countries. 54,787 “ia 5,615 |137 9 
Rad 307,655 | ... |126,089| 91 6 
3854* 
3854* 15,435 |... iii 12,140 |134 3-2 
= OVERSEAS BANK RATES 23,633 |: 1. | 61,319 | 98 4-3 
oe Meliietiiatnes 26,467 se .» | 80,105 | 89 10-2 
510" Changed From To Changed _ To tears i = een = e 
535 Amsterdam ... Aug. 28,°39 2 3 | Madrid ...... July 15, °35 512 5 ——1 ~ ~~ | Sie 2s 
535" fthene vce Jane 4,737 7 © G | Montreal... Mat. U1, 35 5. 2 — « —— -s 
16-  =—isd@:*«é LQ an. . D> cvcscceccece ept. . 2 2 
a fade wwnns Reb. 01, 35 Gin S| Baris sovnnou fam, 3 139 2 2, e | seorase | |sest877 | 82 0 
ase 0lCU«<il CO —_ — oe >, 2 | Langlaagte Estate ... | 102,000| ... 109,006 |... 9,083 |139 6 
in, oo july —s. 2” Oct. 1,°35 4 412 | New State Areas ..... 119,000 | :. | 245,334| <: | 138,080 | 66 9 
ot Daler Mee om ae Ee plan onsessccneee Jan. 1,°39{3,, “7 | Randfontein Estates | 385,000) “| 440,489) << | 109,226 |113 11 
110° Calcutta 2""" ee oe sam aie i i , 2 31 Van Ryn Deep......... 99,000 | ... | 110,743 | ... | 22,247 |120 10 
ota2ii» car, oe 7B 5 Fe Bt | Ric Janeiro Mey ty 36S gig | Witwatersrand... 87,000 | ::. | 93,429) 3. | 43,411 [131 7 
3 H wee . ‘> > —CoCoCoOoO OO nn)" _ V0 a eee 
a cee ee ee Se cae a oo 
4lo—5l4 lien y 2%, | 1 - 14, | . * a a ee Ft 
cS NewYodited, “07 1 36 5 Me Mar, 11: 938 3.285 3-46 
ace dolla Reserve ... Aug. 26,°37 12 1 Nov. 22, °38 ate la 3 
eee cata si eee 7390 153 
') Official. for the pub of Chile.—Discount rate for member banks, 412%; discount rate - 61303 | 94 6 
applied a Set ouett f'7% applied to banks and credit institutions. (6) 5% ” 1406 |148 2 
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Investment 


TRANSPORT RECEIPTS 


British Railways and London Transport Board 
Publication of Weekly Traffic Returns is now Suspended. 


IRISH RAILWAY TRAFFICS 


Gross Receipts, week ended | Gross Receipts, week ended 
January 5, 1940 January 6, 1939 
(£’000) (£000) 


| Pass. | Goods | Total Pass. Goods | Total 
| 


Belfast & Co. Down* ... . . ° 
Great Northern . . 19- 
Great Southern : - 74: 


* 5 days’ receipts. 


OVERSEAS WEEKLY TRAFFIC RECEIPTS 
INDIAN 


Gross Receipts Aggregate Gross 
3 g for Week Receipts 
Cc 
ad aq 1939 | + or — 1939 + or-— 
~1939 | +s. Rs. Rs. | Rs. 
Bengal & N. Western | 11 | Dec. 20; $10,27,892}— 47,470) 73.1,130\— 6,43,789 
Bengal-Nagpur 37 20; +29,87,000) + 2,15,979) 7,43,82,289) +84,25,251 
Bombay, Bar. & C.I. | 39 31} 441,23,000) + 2,35,000) 8,83,06,000) + 16,21,000 
Madras & S.Mahratta | 36 10} $21,22,000}+ 44,989) 5,18,28,830) -+ 14,62,493 
Ss. Indian .. 36 10 _$15,29,864 + 15,783) 3,76,87,380|— 4,07,770 


$10days. + 11 days. 
SOUTH & CENTRAL AMERICAN 


Antofagasta ........... | 52 
Argentine N.E. ...... | 27 
B.A. and Pacific...... | 26 
B.A. Gt. Southern... | 26 


£22,010)+ 8,430 748,990) — 
120,300 . 396,100} — 


5 20s 4, 
1,306,000) — 165,000) 32,056,000) — 
2,573,000}+ 6,000) 53,712,000|— 797,000 
B.A. Western ......... | 26 $817,000)+ 98,090) 19,203,000) + 1,424,000 
Central Argentine.... | 27 6| $1,511,400) — 561,050) 49,498,350) + 1,683,150 


d194,352|/+ 11,033] 4,312,020/+ 151,052 
Central Uruguay ... | 26 |Dec. 30 - £25,914 + f° 1312, 
Leopoldina ........... | 52 so ¢ aes 
Nitrate ..........000006 | 52 31) at£13,293|+ 7,154) | °1323419|— 11,003 
United of Havana... | 27 |Jan. 6 13,445|— 5,131! 461,0791+ 27,013 


Receipts in Argentine pesos. + Fortnight. _ (a) Converted at official rate. 
d) Receipts in Uruguayan currency. (e) Converted at “‘ controlled rate.’’ 


INDUSTRIAL PROFITS 


SUPPLEMENTARY TABLES 
. (See Investment Note on page 69) 


TABLE (A).—PROFITS BY INDUSTRIAL GROUPS 
(Quarter ended December 31, 1939) 


Total Profits (after 


Division of Total 
Debenture Interest) 


Profits = 100 


Previous | Latest | Pref. | Ord. | ,!° 
Year Year Div. P 


° 
o 
-os 


POINOW CORK CHK OWIEKASCOW WO 


°° 


£ 
Electric lighting and 769,230 
ectric ting and power is 
Financial, land and invest- 
ment 2,649,803 
Hotels and restaurants .. 408,204 
Iron, coal and steel 6,575,013 
Motor, cycle and aviation ,084, 
Oil 1,152,458 
857,767 


3,393,490 
887,210 


_ 
Ww 


AVSwKHK CbIB=SOoKmF ROU OW 


S8sEas Sse 


£ 
7,396,876 
495,892 


1,823,778 


& 


= WD 


AI CICSCUZONYNZCOCe 


ye 
BENESSSSey By. 


= Om 


Tramways and omnibus... 
Trusts . 1,401,539 
Building materials 1,421,680 | 1,140,917 
Food, confectionery and 

drink 2,640,657 


737,195 
1,244,261 
3,036,462 

284,197 
6,333,087 


S NEBSSRSRRSYSVE BY... 


Electrical equipment 
Newspapers, printing, etc. 
‘Tobacco 

Warehouse and trading ... 
Other companies 


Nee hb 
oss 


VIWS . . . . . * . 
OOWWORA KHONWUNOKHWOCGCOCOUS BA 


uO 
cua 


43,545,538 


a 
o 
& 
~ 
a 
o 


CANADIAN 
(For heading, see Overseas Traffics in first column) 


| 52 | Dee. 31 | 5,480,606] + 1025232 203,643,339] +2158 
ec. , 643,339) +21 
52 31 [$4224120001 + 705,000 151,281,000 39,022,090 


$.10 days. 


Canadian National ... 
Canadian Pacific 


MONTHLY TRANSPORT RETURNS 


: _— 
Receipts for Aggregate 

| Month Receipts 

| 


| 1939 +or— | 1939 ‘i ~ 


——. 


Gross $2,929,470) — 294,314) 34,184,989|— 626,351 
Nov. 30) Net $1,505,882)— 226,355} 17,811,172|/— — 761,928 
Gross} $20,584,777) + 3,799,693] 184,773,869) + 17,716,198 
Nov. 30 Net $4,974,603) + 2,133,339] 17,080,805} + 12,043,933 
Gross} $15,437,000) + 2,407,000) 137,549,000] + 7,238,000 
Nov. 30}. Net | $5,592,000) + 1,563,000) 24,142,000/+ 6,735,000 
Gross: $511,348}+ 10,912) 5,448,489)+ 367,273 
Nov. 30}. Net $90,067] — 3,749 973,346|+ 97,257 


Dec. 31) Gross £67,441) — 1,339 383,935) — 25,518 
Dec. 31) Gross $225,000|+- 27,000 666,000)+ 45,000 


AMERICAN RAILROADS 


| Month of | Compared 
Company | November, | with Nov., 
1939 1938 


‘ | 
| Compared 
| with 11 
Months, 1938 
| 


$ | $ 
16,660,000 | + 4,528,000 
25! | + 1,757,000 
+ 3,300,000 
+ 1,100,000 
+ 10,300,000 
Railroad + 2,600,000 
Southern Pacific + 1,400,000 
2; + 00,000 
Union Pacific ... + 100,000 
Nett 2,800,000 | — 400,000 17,100,000 


+ Net operating income. 


TABLE (B).—RATES OF INTEREST AND DIVIDENDS 
(Quarter ended December 31, 1939) 


Debenture a Preference as Ordinary 
Capital | tot. | Capital | niy, Capital 


co 


£ 
28,523,478 
2,375,000 


£ 
19,264,655 


> ? 


15,082,900 
3,075,675 
9,028,663 


6,158,923 
Nil 


476,862 
7,842,410) 
4,934,159 

218,000 


_ 
roo 
s= 
eo 


CeoeaK AMD we 


Electric lighting . | 2,619,314 
Financial, land and 

investment 18,206,251 
Hotels & restaurants ; 2,163,442 
Iron, coal and steel | 12,570,755 


Motor, cycle and 
iati 3,565,052 
33,250 


aviation 
Rube aioe 
pping 
Shops and stores ... *650,000 
Tea 50,000 
Telegraphs and tele- 


3,009,776 
27,274,965 


16,331,675 
5,526,119 
11,978,963 
7,291,378 
3,962,303 
524,567 


450,000 
7,018,040 


3,079,347 
16,962,443 
7,638,880 


15,853,179 
1,967,753 


8,698,296 6,699,111 
9,720,295 


Warehouse & trading 3,279,486 4,122,332 
Misc 18,896,685 35,466,361 


~— 
own 


WHS CHW Wir 
wae ee 


_ 


VUAUKN. A ALW UU, 
mote UI 


UUSOSY Hm Hid, 
PIWACA Uh ONS 
OwWAN Bw OUN® Zr 
BHRAUINS WO SW 


Z 
= 


oo 


Nil 
9,075,875 


1,270,000 
22,231,262 
4,017,934 


8,364,000) 
1,770,725 


Nil 
7,401,355 
462,900) 
24,648,936 
Building materials... 


5:2 
5-0 
4°4 
3,527,919] 4-6 

Food, confectionery 
and drink 2,772,722) 5:1 
5-0 
3-6 
5:4 
5:3 


Kwa Oo 


On JWI KH OU 
— 


ow 


oe 
Re 


Electrical equipment 366,900) 
Newspapers, print- 

IMG, CTC. .....eeeeees 
Tobacco 


dS 
IN vil 


1,988,118 
Nil 


ween VA CoE 
Bees ANA aon © 


we 
sInmnwuv 


906,400) 
ellaneous 7,635,713 
125,274,634] 4-5 |143,416,510 244,223,570] 8:2 | 10: 


nee tinier Rinaeiiee 


t+ 564 companies. 


| 


a 


* 548 companies. 


eee eee 


SHORTER COMMENTS 
(Continued from page 74) 

Kern Oil Company.—Net profit, after 
tax and depreciation, year to May 31, 1939, 
£87,808 (£40,401). In addition there is a 
transfer of assets of St. Helens Petroleum, 
£20,813. Ordinary dividend raised from 


74 to 8 per cent. To general reserve, 
£50,000 plus £5,000 for Mexican con- 
ingencies. Carry forward, £31,026. 


Henekeys, Ltd.—Net profits for year 
to October 16, 1939, £50,156 (£53,206). 
Ordinary dividend, 15 per cent. plus bonus 
of 1 per cent., against 15 per cent. plus 
23 per cent. bonus. To: taxation, £6,413 


(£5,166) ; reserve, £3,000 (£5,000). Carry 
forward, £10,437 (£10,126). 


Rio de Janeiro Flour Mills and 
Granaries.—Gross profit year to Sep- 
tember 30, 1939, £146,573 (£139,359). 
Net profit, £75,023 (£79,438). Ordinary 
dividend 8 per cent. for year, as before. 
Carry forward, £53,198 (£52,218). 



























































































la yields of fixed interest stocks allowance made for interest less income tax at the standard rat, with allowance fo ti 
& - aaa are redeemable at or before a certain date the final ¢ of repayment is taken ¢ when the stock stands at a disco unt and the earliest date whee the 
quotation is above par. yield on ordinary and On the latest dividends, account being taken of any increase or reduction of interim dividends 
two Price, Ch’ge Yield 
— Dividends || Name of Security Mo, | 4B | Jan 10, 
21562048 @) (6) (c) . iL 1940 3 
9,022,000 Lada % % vestment Trusts 
ae 8. tn T 
310 5 4 8 11 a Trust ......... 483 § 5 ? 
310 5n 8 5 3lea lo-Amer. Deb. .... || 185 640 
218 9 4ali66b ture Corp. Stk. || 160 690 
324 21a} 412 5! Guardian Investment. 8712 ad 8 8 6 
312 2f 10 | 4 all Ind. and Gen. Ord. .. 17919 |+ 212/613 9; 
? 8 5b 5 all Invest. Trust Def. .... 170 daa 71211 
sae ole 210 9 8125) 312.4|| Mercantile Inv. ........ 180 613 4 
360 425) 3 all Merchants Trust Ord. 80lp | ... 19 6 3 
re 3 4 6 7 5 5 all Metropolitan Trust... || 175 -- |617 2 
; 3 54 7 b| 3 = all Trustees eee 1140loxd| —141o17 2 4 
3 69 6 8 4 all United States Deb..... 14012 |- 1217 2 4 
or 3 3 s° 131 81 Brit Sate. Se . 
~ 3 3¢| 3 rit. San ey PG |} 21/9 | +3415 1 
3 9 Of 2 4| 3 5! Dalgety £20, £5 pd... || 95/— +5-|5°5 § 
———. 312 6f 48 3 Forestal reccs 23/- | +6d/6 1 6 
$26,351 fi 83g | 73 || 84° | 8014 |! Local Loans 3% > 3 11 10 4 (z)} 3lo(z)|| Hudson’s Bay Co. £1. 25/6 is 390 
761,928 ; 3 : 10 c¢ 8 Sudan Plant. £1 ....... 33/9 |—7lod] 4 14 10 
5716,198 
043,933 eeeccecccces 4 1 5 Breweries &c. 
238000 318 9 4% Meal Barclay Perkins £1 ... |! 17/- | 64 6 9 6 
5735,000 t20 6 B Bass Ratcliff Ord. £1.. 112/6 | -1/3| 4 8 9 
367,273 40 3 6 a 12 Courage Ord. £1....... 53/6 | —2/-|6 14 6 
97,257 2 3 18 10f 15 6} 6lsai Distillers Ord. £i .. 67/6 | +9d|4 8 oF 
950-60 428 12 a] 14 Guinness see |} 80/— | —2/-1610 0 
25,518 N. Zealand 5% 1946 4147 7l2a| 16 Ind. & All. £1.. | 74/- | —2/-|6 7 9 
S. Africa 5% 1945-75 3 15 10 8 a 13 Mitchells & Butlers £1 || 70/- | +6a|6 0 0 
45,000 Cor ion Stocks 6 a 12 Watney Combe Def./1 52/- | —6d!618 6 
— 3 13 : 10 10 Baldy = a a 
HM DMG ssssocaseeee c wins 4/= ............ 6/3 34/6 8 O 
Liverpool 3% 1954-64 314 6 9 5 312a!/ Bolsover Col. Ord. £i 44/412) —1/3| 5 12 6 
Middx. 34% 1957-62 312 3 $1212.56) +5 all Brown Gi.) Ord. 10/~.. || 29/9 | +2/3]| 5 17 6t 
Fo jovernments 6 b 64 Cammell Laird 5/- ... 8/3 | +1/3/}6 1 0 
Arg. 412% Stg. Bds. 5 5 3 5 al 3 Colvilles Ord. bina 22/3 | ... |7 3 0 
Austria 412% 1934-59 & 9 10f 10 c¢| 10 Dorman Long Ord. £1 || 27/6 +3/Io] 7 5 5 
Belgian 4% (36) 1970 700 6 a t11125)| Firth Brown £1 ....-. 65/- | ... 15 7 ot 
pared Bulgaria 73% canianein 14 5 8&8 3126) +212 a|| Guest Keen &c.Ord.£1 23/9 |} +1/9/5 1 ] 
h ll Brazil 5% Fd. 1914... Nil 5 71 a|| Hadfields 10/- .....-. 25/712} +-1/1010] 8 8 O 
1s, 1938 Chile 6% (1929) ...... 710 Ov 2124) 712 || Horden Collieries {i.. 26/3 | ... | 712 5 
China 5% (1913) ...... te 4 2 a|| Powell Duffryn £1..... | 18/9 | ° 6 8 0 
$ Czecho-Slovakia 8% 15 410 7126) t4 ali Sheepbridge C. & Ii 45/712) + 7lod} 5 0 OF 
152,000 elias 412 4 e. ¢ 2, ¢ s. Durham Ord. fl... 23 +1/3 7 8 z. 
8% . 20000 2a 2 tav Coal, etc. as 
ee French 4% (British)... 518 Oe 1219 ¢ fi2? Stewarts & Lloyds L.. |] 43/1lo}+ 7lod| 5 16 0 
900,000 Ger. Dawes Ln. 5%... ? 8 8)  4loall Swan, Hunter £1...... 35/— | +2/6|7 2 9 
300,000 10. Young Ln. 47% ? 5 ¢| Nil cll Thomas (Rich.) 6/8... || 3/101)... Nil 
800,000 Greek 6% Stab. 10 1 Ow ¢; 10 ¢|/ Thornycroft, John £1 32/6 -- 16 3 3 
00,000 | Hun 7p 18 O Oh ¢} Nil cj] U. States Steel $100.. $84lp | —$1 Nil 
500,000 Japan 5 Me 1930 8 11 10f 212a/ 512 5/| Un. Steel Cos. Ord. £1 22/3 | +6d/7 1 9 
700,000 na. 3 . = eee 0 Og 44a esas > eenduidnades 18/- | +1/-/5 11 0 
ee ececcccsccece eee eee extiles 
— Roum. 4% Gon. i623 || 72 | +i [25 ‘io, Ia ol BE. Cel. Ord. 10/-... | 7/3. |. 5 Ni, 
¢ c a i eo 35/- | —1/9 4 
ian swo Frice, |Ch’ge | vieig 2125! 2 all Courtauids (1°. 37/6 | =13|2 8 0 
ividen Name of Security 10, Jan Jan. 10, 6} 2lea lish Swg. Ctn. £1. || 32/— | + llod} 4 14 O 
_ ‘High | Low || @)_@) © 940 “} oa | 3 en Thread Stk. £1 |} 27/6 | |... 14 7 3 
a t10_ cj Patons & Baldwins 1. 57/6 | +1/3|3 9 7+ 
A Public Boards Nil ¢/ 11g cl) Whitworth & Mit. £1. || 74/41 as 142 ¢ 
10814 | 10615 C. Elec. 5% 1950-70 Electrical Manufactg. q 
Lon. Pass. raneport ce} 10 ¢ iated Elec. £1 ... || 38/11. 4°85 
106 | 104 412% “A” 1985-2023 b} 3 ai! British Insulated £1.. || 80/- 500 
654 | 65 « & 9 1056 or after . 10 BOS enders {1 ...... :. || 60/- 5 0 0 
8 | 81 Met. W. B. “ Ziga] 12106 mpton Park. A 5/-. || 17/6 518 6 
Rate 10814 | 10714 10 ¢ ish Electric £1 30/- 6 13 3 
of 1 . ¢| 20 eral Electric £1... || 75/- 5 6 8 
Div.a | 35l2 | 4 ef lec G.w. Ord. 7126} = 71g al] Johnson & Philli £1. || 42/6 712 
year 55lp | 53 . 7 Electric Li he &c. 
agot | 373 5) 2 ail British Pow. & Lt. £1. || 26/- | ... | 5 9 0 
ge | 3378 b| 3 al Clyde Valley Elec. £1. || 33/1121 *” | 416 6 
: 2 72} 3, ali County of London {i || 34/415| —Tiogl 6 2 0 
% 60 | 5814 2loa undsons £1 ....... 22/6 | -6d|5 6 8 
4 ay | 3 | 376) rondo et | 289 | | 5 8 
, n. Ass. Elec. 19/4lo/ ... 
a %31g | 8912 212 a|| Midland Counties £1 |] 33/9 |—Jira| 4 14 10 
3 Be! i) aa) Nertnetbowss ft." 25 | 23 9 
10:7 T a 212 al! Scottish Power £1 .... || 32/6 418 6 
a 1%, 615 a Yorkshire Electric £1 33/9 415 ' 
11-7 06 | 60) 2", a!) Gas L. & C. £1 ....... 16/9 | +94/613 9 
5-4 6th! “C6 4) 2, al Imp. Cont, Sth. ai iz | +520 6 & 
3 2a@)| Newc.-on-Tyne ee - aes 
* in 7i6le * ¢ Foglan 2124 eeeiinn § 9 6319 - |813 3 
27/6 |.”27/6 ; ~~ = 
sy Be) ae By hs Zand qj 1F cf Aum Sh ca | 18zte| 7a] 4 16 0 
a ‘of India 8 1249 5] Lucas, feeiee | 2/22] 4/7 139 
3 47/6 ie istrict B. £1 fy. pd. c 29 ¢ Leyland, Motor Zi... 78/9 ~8/9 5 6 ° 
11-6 £9 | £8115 Hong. and'S- $136 : b|| Rolls-Royes tio || 23/9 t, 9 0 
50/9 48/9 Ll tis £5 rt soe 1712 || Rolls-Royce itarecies 4916 | +1ig | 5 
34 a4 | aap anine poe Pte pa ¢l| Standard Motor 5/-... || 11/6 | —6d [10 16 0 
- artins £20, re 
” sh, | 721° g Midland i, & ode, 4 all Bristol Aero. 10/-...... 15/3 | +1/9| 710 9 
5-0 lo | 275° || a3 Nat, of Bagot pot: 1212 ¢| De Havilland Air. 31/3 |... 0 0 
22-9 285g | 28 8 rel, ante ¢| 11212 cl! Fairey Aviation 10/-.. 16/6 | —3d/711 6 
3.8 619 | 58/9 N. , 5 ei zie 15 al| Hawker Siddeley(5/-), || 14/9 | .... 18 0 
72 iy 418, Roy. Bk. of Scotland 19/71g 4 cl Pumesss itchy £1 19/- | -64|/4 2 0 
106 a6 | aii] 2 Oi FSA. £20, £5 pd. || 12% | 2 15 9 21/~ 412 5]! P. & O. Def. £1"... 21/- | -6d|6 2 0 
n9 | 73/4 Union Dis. £1 ......... 42/6xd| +1/3! 4 14 19/- 5 || Royal Mail Lines £1. || 19/- | +1/- 5 0 
ee oe 9 West. f*. Ai | a “ines 76/6xd| +3/3 14 7/101 Nil ci} Union Castle O: BX Nil 
221, | 
bt | Huss 3B Anwio-Duen tt. °/ 282 | =8 $2 2 
17 | O-Dutch £1 ...... - 
—_ my | ag | ,2/-b) 1/6 2124 shai (Assam) £1 ...... |] 31/3 ei 8 0 
ig 72 | 25 8 a 4a lon Asiatic 2/- ... || 3/9 |—lisdl 5 6 9 
Maly | 133, | gii2@] (3418 4 a Rubber Trust £1...... | 346 | 43913 7 6 
y 141 8 | 30 8) 425 all Pearl (£1), fy. pd... 5 ¢|| United Serdang 2/-... || ~3/- | 3g 6 9 
2430 aie | 4-5/- a! 6/-6 oil 
20/- 67/6 | [2812 ¢} $25 a|! Prudential £1 A...” 5 aj! Anglo-Iranian £1...... 55/- | —1/3 5 5 
1 Tig | “ng || 30 ¢ $50 ¢ 1712 5] Apex (Trinidad) 5/-... || 27/-xd +1/10l.} 5 11 6 
. Me) 730 || 195 Uo +1g/ 3 18 63/115 5 all Burmah Oil (1... 61/3 | -1/316 16 0 
= 16 | 6g || 23 3/3 + 1g 6 7/3 # ¢i| Mexican Eagle M.$4.|/ 6/9 | —1i>| ... 
; te 1/66 70/- | ... 18 81/101, a|| Shell Transport £1 ... || 77/6xd —4/41.1 410 Of 
y oa , 612 as 74/814 72 6! Trinidad Leasehids £1 73/9 | +2/6 1 4lg 
. nccrim dividend, (6) Final dividend. (c) Last t ly divid i i % basi 
h) ing t two yearly dividends. ‘e) All for exchange. Flat yield. Yield ked on 4% basis. 
= pelg.on mc taal ons o Yield — 2 a se G). Yield worked to reat ond 1950, ( op soiuaation at Par ia 1946, 
(x) Yj ‘Oe é ption at par, in year shown. v) Yield on 1- % hs (w) Yield based on 40% of coupon. 
) Yield worked On a 15% basis. (y) Yield based on 47% of coupon. (2) 1% paid free of Income Tax. t Free of Income Tax. inimum price, 
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£s. d. 
+1/3|9 6 9 
one 518 9 
-5/-|619 O 
+3d/6 5 Od 
e00 420 
ose 5 00 
+2/6;4 0 OF 
o00 415 6 
eee 8 8 6 
o00 720 
+1g/5 6 6 
oe 519 0 

+9d Nil 
ind EE 8 

+ lis 

se Nil 
see 712 0 
oon 512 0 
ae 8 0 0 
ons 43 0 
-—6d|5 6 9 

—Tlod| Nil 
— lye 4 5 OF 
+$1\/4 3 4 
ose 43 4 
900 7 0 6 
-- |8 6 8h 
ne 5 2 0 
+7lod| 3 17 6 
+2/6|417 0 
—Tied| 419 5 
2 417 0 
-—1/3|}5 6 6 
-6d|}415 0 
Ti -1/3|}5 3 3 
i - |10 0 O 
1334 6)| Tu nvestments 89/41o|+7lod|) 5 6 O 
111g b Turner & Newall £1 63/9 | —2/6; 414 0 
712 5) nited Dairies £1...... 46/1012}—7led|} 5 6 9 
15 bi United Molasses 6/8 25/712| «... 517 0 
50 ® | Woolworth Ord. 5/-.. 62/6 +Met 5 8 3 
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a 
of ines l 
ce c|| Ashanti Goldfields 4/- {|63/11 +2/- | 
3 pA a +f 6|| Burma Corp. Rs.9 ... 11/ 
- 614a| 10 5) Cons. Gids. of S. Af. £1 wr +ip| 6 
95 6| 95 aj Crown Mines 10/- ... 41o 
30 a Nil 5)| De Beers (Def.) £210... 1352 - 35 
15 15 ¢ Kanafoncen eoose || 36/3 _ 
lllga} 111445 ontein £1..... eevee || 37/6 
25 a| 25 6) Rhokana L.....- || 1034 | — ig 
10 ai 5 6b Rese Hanes ~5/-|| 15/- | —9d 
g of % 62| Union Sub N: fe oan 93a fi 
a 8 
Na nia ee 3 | +16/3) 
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ude trusts) 
Jan. 10, \Week’s Jan. 10, | Week’ 
Name and Group 1940 Change Name and Group 1940 Ch : 
Municipal & Gen | Keystone — 
For. Govt. Bond 10/6-12/6¢ +6d || Gold 3rd ya Ser, . 12/--13/6xd | wn 
Limited Invest. | 16/6-17/3xd$} | +3d || Keystone 2nd .. 9/10loxd bid , + 1od 
New British...... 9/412-9/71o¢ | 4- 1lod|| Keystone Flex... 12/—-13/6 a 
Bank-iInsurance Keystone Cons... | 11/112-12/712 | + Lod 
Bank & Insur.... 15/3-16/6* +6d KeystoneGid. Cts whose + lod 
Insurance ...... 15/3-16/6xd* | +3d 
ON 15/6-16 9* | +6d || Brit. ind. Sad sie 11/3-12/9 | 43d 
Scot. B.I.I.T.... | 11/6-12/9* | +3d|| Do. 3rd.. 12/~13/6 io 
Cornhill d jo 000 19/9-20/9* + llod Do. 4th ... 13/—-14/6 
Cornhill d oe 6/9-8/-* +9d || Elec. Inds. 13/6-15/-xd | 
National Metals & Mins. 11/9-13/3 | 
Ni BP vccccss wet tr + llod|| Other Groups 
Nat. Gold 5/3-16/9 +3d || Rubber & Tin... 11d-1/2 
Cen oo 13/4lo-14/101, oe “Tied Br. Emp. Ist Unit 16/6 bid 
rtti 11/9-13/3 Producers ..... 6/3-7/- )} +9d 
Universal 2nd... | 14/712-16/112 Domes. 2nd Ser. 5/6-6/3 on 
** 15 Moorgate’ a Prov. “A” .. 16/- bid a 
Inv. Flexible ... 10/—-11/3 +3d Do. “B” 10/9 bid | + Llod 
Inv. i 14/—~-15/- || Bank, Ins. & Fin. |10/719-Il/7loxd |... 
Inv. Gold ...... |15/1012-16/1012) + ‘Tid | BritishBankShrs. 17/9-18/9 ma 
Provident ;..... | 9/112-10/112 | + 11gq'| Lombard Indust. | 7/1012-8/1012 | + Lipd 
i . 19/101p-10/101oxd_—_—... || Orthodox ...... 14/—15/- |... 


















(a) Interim dividend. (6) Final dividend. (c) Last two yearly dividends. 1 Yield on 18-95% basis. @ Allowing for rate of exchange. (h) Yield on 1212% basis, 
(m) Incl bonus o' Se free of tax. @ Annas peoiene, s) 8lz % paid free of Income Tax. 
* Bid and offered prices are free of Commission and Stamp Du t Free of Income + Nominal. 
THE WEEK’S COMPANY RESULTS 
Appropriation Preceding Year 
Available nee 
. Net Profit : | 
Year Total Deprecia- or Difference 
Company Ending Profit tion, etc after Deb. Distribu- Pref. Ord. To Free | in Carry Total Net Ord. 
, Interest tion Div. Div. Rate Reserves | Forward Profit Profit Div. 
(+ or —) 
Land, % £ % 
Financial, £ £ £ £ £ £ 0 £ £ £ : 
th. Queensland a. Sept. 30 20,923 8,986 11,801 7,358 alias a 1,500 | + 128 22,096 9,736 7. 
Tobacco Securities Tst.... | Oct. 31 535,700 535,700 | 687,595 31:250| 45714 } + 4,450 || 577,153 | 577,153 {4 5714 
Oil 
Anglo-Ecuadorian seecececs June 30 297,201 115,727 168,106 247,048 150,000 10 + 18,106 391,135 262,387 10 
Apex (Trinidad) ............ Sept. 30 421,003 151,483 167,335 295,706 165,000 30 + 2,335 486,149 239,815 40 
Rubber . 
Tanah Estates ............... Sept. 30 15,385 578 3,901 9,321 2,316 3 1,500 | + 85 14,562 2,787 Nil 
Textiles . 
Jute Industries. ............ ept. 30 111,068 55,000 46,068 77,545 40,000 ois one + 6,068 89,304 32,363 Nil 
Roberts (J. F. & H.) ...... Nov. 30 39,282 ose 37,782 68,628 5,000 31,250 1212 + 1,532 31,548 30,048 10 
‘ Trusts 
Cardinal Investment ...... Dec. 31 25,760 13,137 18,365 5,928 5,759 7 eee + 1,450 28,599 14,488 7 
Rio Claro Invst. .........0+ ov. 30 165,426 78,766 169,273 39,437 35,658 6lg eee + 3,671 182,792 94,052 612 
Scottish Stockholders ...... Nov. 30 47,171 19,881 , r ee es ne + 81 50,1 22,313 | Nil 
Other Companies 
h Clays, etc. ......... Sept. 30 276,513 52,298 89,117 1 36,034 35,944 219 10,000 | + 7,139 203,825 86,870 2 
ey BIRT ‘waisnssennse Oct. 16 65, 6,774 40,611 50,737 x 800 16(c) 3,000 | + 311 64,934 44,907 1712 
Nairn (Michael) etc. ...... Dec. 31 230,968 o00 227,019 290,204 one 227,000 15 oe + 19 244,991 241,196 15 
Pharaoh Gane & Co. ...... Dec. 31 80,190 one 11,650 32,767 11,063 2,975 10 — 2,388 124,140 23,758 25 
Rio De Jan. Flour ......... Sept. 30 146,573 7,500 75,023 127,241 ooe 74,042 8 + 981 139,359 79,438 8 
Totals (£°000’s) pinaiSee, 
Jan. 1 to Fan. 6, 1940... 3 8,143 440 6,726 9,455 861 5,615 755| — 505 8,240 7,270 
Jan. 1 to Fan. 13, 1940... 28 10,222 829 8,249 11,693 1,034 6,905 771|— 461 10,891 9,032 
(c) Equivalent to 16-8 per cent. Income tax on interim dividend of 7 per cent. deducted at 5s. 6d. in £. 
BANK STATEMENTS MARTINS BANK LIMITED 
(£ thousands) 
Dec., Dec., Dose ny 
ALEXANDERS DISCOUNT COMPANY LIMITED onenens — a — £ 4 
Capital ........ssseseseseees 4,160 4,160 | Ceshat Bank of England 11, 143 3 a 
RES€TVEe.......2cceeeeeeeseees 3,550 3,600 With th other b Sarat 4,076 3, 330 
(¢ thousands) IVIdeN ........00ecceeeee 312 312 | At call ..........ccccceesees e100 833 
Carry forward ............ 328 331 Wish | re abroad ...... 245 355 
Dec. Dec., Dec., Dec. Deposits .........0.0.. oes 100,038 110,420 | Treasury bills ...........- 3,265 Ot 
LIABILITIES 1938 1939 ASSETS 1938 1939 Notes in circulation Bills discounted ........- 1,41 44,172 
cs £ £ £ TEFDIED)  cccccsccscscese 21 19 | Investments ...........++++ 33,396 34, ; 
CIE 5, ccnicncdenscnsosie 1,000 1, Tce icaicccinny 674 680 Acceptances .........00s008 2,829 1,722 | Advances — .......sseeseee 421 3,060 
BREEREUD  snssesnnccsrersoce 1,000 1,000 | British Governmen Endorsements, etc. ...... 5,370 6,002 | In transit ............ceeeee 951 mn 
Loans, deposits, etc. 31,263 31,132 SCCUFITIES ...........0005 9,673 5,783 Other assets ..........+++0+ 655 41 
Bills re-discounted ...... 1,291 ~ 1,037 er securities ......... 83 52 Premises ......c.sc:sc0000+ 2,743 2 
Rebate on billsdiscounted 163 195 | Bills discounted ......... 24,066 27,805 Acceptances and en- 7.704 
Profit and loss ............ 217 237 | Loans and sundry accts 438 281 dorsements, etc. .....- _ 8:19 ee 
_ | aapeourenverers 34,934 34,601 BURR cecccsscnees 34,934 34,601 Total ....... ssoee 116,608 126,566 Total  ....cceceees 116,608 776,608 126,56 
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January 13, 1940 












Jan. 2; Jan.9, 
1940 1940 
CEREALS AND MEAT 
GRAIN, etc.— 
heat— 
ve 1, N. Man. 496 Ib. f.o.b. s. dos. d. 
VONC. ccccccccccccccccccvccccccce 30 101g 30 O 
. Gaz. av., per Cwt. ...... 7 7 #1 
La Plata, ie eeccccccccccece 
Figmraights, djd London... 22 0 22 0 
9 Eng. av., per cwt. a ; 2 ; 
S swe ceccccccescceseseseseseccessse 
Pitze, La Plats, 480 ib, fob. 23 7l2 23 3 
Witct, per 8 Ib— 
English long sides............... { cn = 
Argentine chilled hinds ...... 5 0 5 0 
Mutton, per 8 lb.— 
English wethers  .......eeseeees es os 
N.Z frozen wethers......... { 3 °7 37 
Lamb, per 8 lb.— 
N.Z. frozen ecceccecooces peovcee { $ ° $ ? 
Oo 125 0 
oO 131 0 
QO 131 0 
0 143 0 
0 78 0 
0 7 0 
0 34 0 
“tno 20 
Wiha  ccccevcccecccsssoccescocces 80 9 80 0 
0 
Grenada  csccccccccecccccerccesecees 67 6 67 6 
COFFEE (per cwt. 
Santos supr. C. & f. .....cccccoeeee 42 0 42 O 
Costa Rica, medium to good “he . 18 : 
720 720 
Kenya, medium  ......seccccceseee 9 0 98 0 
EGGS (per 120)— 
English (15 Ib. and over) ...... 20 0 20 0 
Danish (15 lb. and over)......... 19 6 19 6 
- 10 0 10 0 
Oranges, Jaffa...........0. -. boxes 130 130 
» — Spanish............¢ci84 14 6 12 0 
» (Navels) siessinicnaaane 3 $ un ¢ 
15 0 15 6 
Lemons, Messina ......... bxs. 19 6 19 6 
Apples, B. Columbian ... Exs.4 19 § 10 6 
Grapefruit, Jaffa (M.S.) ......4 13 § 13 & 
LARD (per cwt.)— 
Insh, finest bladders ............4 $6 9 46 9 
_ ae oe ececcccccccesccccse «642 6 43 OG 
PEPPER (per Ib.)— 
Suck Lampong i oe coos «60 =—41g 0 lg 
e Munt oe in 
nite M ock fi ad Bond) 0 0 6 
” Py (Duty paid) ... O 612 O 6le 
POTATOES (per cwt.)— 
English, King Edward, Siltland{ € 3 §& 3 
(f)Wisbech, King Edw.(per ton) (b)100 0 100 0 
SUGAR _ 
. shi; 
Cais, Conte seal —~ £@ 
NED London— 
Granulated, 2 cwt. bags ...... 3610 36 10 
bes, 1 cwt. cases ..... 4010 4010 
Pieces, 2 cwt. - 34 6 34 6 
Soft Brown, 1 Ib. cartons eee = 6 35 6 
West India Crystallised sssoee b 38 37 : 3 ; 


THE ECONOMIST 














BRITISH WHOLESALE PRICES 


Jan. 2; Jan. 9, 
1940 1940 
TOBACCO (per Ib.)— s. d. s. da 
Virginia, stemmed and un-f 0 8 0 8 
stemmed, common to fine .. 2 6 2 6 
stemmed and un- : * : a 
Nyszaland, stemmed and un- o8 08 
sadcadectsndsdndicevent ee a6 
Best In Stemmed ......... 1 6 1 6 
Unstemmed ...... 1 8 1 8 
TEXTILES 
COTTON (per lb.)}— d. d. 
Raw, Mid-American ............ 8:86 9-20 
2 IN ecececeeseccens 10:70 11-38 
Yarns, 32°s Twist § ...........000. 18!g 15-74 
so 40S WERE .....0...ccccceees 177g 16-14 
9 = 's Twist (Egyptian) .. 27 =26-00 
Cloth, 32 in. Printers, 116 yds. s. ds. d 
16 x 16, 32’s & 50’s 25 3 23 3 
» 36in. Shi 75 yds., 
19 x 19, 32’s & 40’s 34 3 31 9 
» 38 in. ditto, 38 yds., 
18 x 16,10 1b. ...... 13 8 12 6 
» 39 in. ditto, 37lo yds., 
16 x 15, 81g Ib. ...... 12 8 11 6 
a 145 0 136 0 
Livonian ZK ....ccscssssssesesese He 0 15 0 
Perna HD  ..cccccccccccccccccccses 140 0 145 0 
HEMP ton)— 
corey  cieeliiniaiaieciiihetondenn Nom. Nom. 
Manilla, ae HE” © eseeneescene 29/0/0 29/0/0 
JUTE (per ton)— 
Native ist mks., c.i.f. H.A.R.B. 
Jan.-F Nom. 
Daisee 2/3, 
Jan.-Feb. 0 52/0/0 
SISAL (per ton)— 
Afri ‘an.-Mar.— £ @ £6 

can, F 26 0 26 O 

235 0 25 0 

24 0 24 0 

s. d. s. d. 

22 6 23 0 

23 6 24 0 

22 0 220 

WOOL O08 (per Ib.)— d. d. 

wethers, washed ...... 15 15 
Selected ns wo See all oo = 
lackfa 2 2 

Auidcaiten scrd. fleece, 700 ne 26 26 

Cape scrd. average snow white 20 20 
No ‘i 2nd pieces, 50-56’s 1512 1519 
Cae WEEP cccccccccceccecccccccce ° 3134 3134 
56’s super carded ...... 2534 2534 

48’s average carded ... 22 22 
44’s prepared........ cilaleaibaiach 2012 2012 

MINERALS 

COAL (per ton)— s. d s. d. 

Welsh, best Admiralty aa 5 27 3 

sania 279 «#27 °9 

Durham, best gas, f.o.b. Tyne... 4 ; = ; 

IRON AND STEEL (per ton)— 

» <eoreane No. 3, a did ane 108 0 108 0 
Bars, Mi iddlesbrough ............ 255 0 255 0 
Steel rails, heavy ........0..00.+-+- 203 0 203 0 
Tinplates ............c0s00+ perbox 21 6 21 6 

NON-FERROUS METALS (per ton)— 
(d)j— 

CR ac sececese evccececccces 62/0/0 62/0/0 
Tin— 246/5/0 250/0/0 
246/15/0 = 10/0 

246/0/0 249/0/0 

246/5/0 249/5/0 

25/0/0 25/0/0 

-O.B., 25/15/0 25/15/0" 
Aluminium, es and bars ... 190/0/0 ieoers 
Nickel, home and export ...... 195 jo/0 195 19/0 
Antimony, Chinese ............... 87/0 /0 87/0, 0 

. & & 
Wolfram, Chinese ...... per unit{ 29 9 20 0 
Platinum, refined ......... peroz. 10/0/0 10/0/0 
Quicksilver ............ per 76 lb. $150:00 $157-00 
s. d. os. d. 
GOLD, per fine ounce _............ 168 0 168 0 
SILVER (per ounce)— 
NIE ccd ccnccstastcccpscssicctbcienes 19 19% 





85 






Jan. 2, 
1940 


MISCELLANEOUS 


CEMENT, best Eng. Portland, d/d site, London area, 
in paper bags 20 to ton (free, ne 


Jan. 9, 
1940 





4-ton loads and upwards perton45 0 45 0 
CHEMICALS— 
Acid, citric, per Ib., less 5% ... iow. em. 
1 © SI eiccaneticsicccserrniacs 0 22 0 22 
vo Oxalic, net ..........c00ee00 ; : 4 : ; 4 
» _ Tartaric, English, less 5% 1 4lo 1 4io 
Aicohol, Plain Ethyl, per proof gal. ie 
Ammonia, Carb. ......0.. per ton 32/0/0 32/0/0 
2” Sulphate ............... 7/17/6 = 7/17/6 

s dad s de 

Borax, gran. .........00. percwt. 18 0 18 O 
powder ......... 19 6 19 6 
Nitrate of soda ......... per ton wae wae 
s. dad 8s , 

Potash, Chlorate, net ... per Ib. 0 10 o 10 
ss Sulphate ...... per ton 19) oo TsO 
Soda Bicarb. .........+.. perton 1 ¥ 0 1 S50 

/ / 
Crystals ..........sscecees per ton{ sa 5/10/0 
Sulphate of copper ...... perton 25/15/0 25/15/0 
own (per ton)— 
S.D. Straits, c.i.f.  .........ceceee 13/5/0 13/10/0 
HIDES (per Ib.)— s dad s. d 
Winn Guecnelend 740/50 Ibs. 0 634 0 63, 
O 434 O 434 
West Indian ........ccccceceseeeees { 0 51. 0 Sis 
Bee we UB... cccccccccccsece 0 7l2 O 75g 
ppenconenaee 18/20 Ibs. O 914 O 93g 
Degeia Capes ...... 30/40 Ibs. O 914 O 914 
Market Hides, Manchester— es e? 
Best heavy ox and heifer 0 8a 0 8% 
Best calf ......ccccceseceeeeeeees 0 92 0 Oo 
INDIGO (per Ib.) — 
Bengal, gd. red-vio. to fine . sonnet 3 : : : 
LEATHER (per lb.)— 
Sole Bends, 8/12 be. sssscssees 2 23 
Bark-Tanned Sole .......:+00++: 22 ta 
Shoulders from D.S. Hides 72.82 
2 Eng. or WS do. ...... 5 : S : 
Bellies from DS do. '............ ; : ; : 

» BEng. or WS do. ......... 22 3% 
Dressing Hides — ...........++ eccee 3 ; 2 ; 
Ro. Eng. Calf, 20/35 Ib. perdoz.4 2 3 2 3 

PETROLEUM PRODUCTS (eer onl. — 
Motor Spirit, England & 1 634 1 634 
(c) Kerosene. ae ET Skaese 0 9144 O 914 
Vapourising Oil 0 912 O 912g 
(c) Automotive gas oil, in bulk, 
ex road tank waggons ......... 1 334 1 334 
Fuel oil, in bulk, ex instal. 
es— 
Furnace ......cccccccccessee — 0 6144 0 614 
BED kacsccccsccecessce eoccce 07 07 
ROSIN (per ton)— 
AMETICAN ....c.cccceccccscecececeees 25/0/0 25/0/0 
— ae 
RUBBER (per Ib.) d. 
St. rib! smoked, sheet ......... 6 115g % site 
Fine hard Para ............ wannseces 1 1 1 
SHELLAC (per cm.)— 
TN Orange ....-csseesseccsseessees a1 of 3 9 
TALLOW r cwt.)— 
don TOwn .......0.scecceeeee-- 18 6 1810 
TIMBER— 
Swedish u/s 3 x 8...... per std. 25/17/6 25/17/6 
» Zig KT cccece ” 25/2/6 25/2/6 
9” OM © <csenusnns ” 24/2/6 24/2/6 
Canadian Spruce, Deals __, 18/10/0 28/10/0 
Pitchpine ...........000. per foad 33/6/0 33/00 
Rio Deals .........ss000e per sed. { 23/9/0 50/0/0 
VEGETABLE | ome (per ton net)— 

Linseed, naked ...........cssecceeee 40/10/0 40/10/0 
Rape, — Sacucguaadinsdanandisaes 44/5/0 44/5/0 
Cotton-seed, crude ............00. 26/0/0 26/0/0 
Coconut, crude ....... eee =22/2/6 22/2/6 
BEN sccasancnasccscqosaancceees eee =17/15/0 17/15/0 
Oil Cakes, Linseed, Eng......... 8/7/6 8/5/0 
Oil Seeds, Linseed— 

La Plata . 16/0/0 16/5/0 

Calcutta ........00. ws — 

s. d. 
Turpentine (per Cwt.) .......00006 59 6 59 ¢ 


a (b) Price quoted subject to variation - accordance with any official agree or reduction in price made by Cement Makers’ Federation ruling at time of delivery and 
Contracts and quotations subject to war clause. 


is at buyers’ premises. 


1540" 
GRAINS (per bushel) — Cents 
Wheat, Chicago, May sssesssee 1061g 
inni y seer = 889 
Maize, Chicago, May .........006 5919 
Dats, Chi May ....ccccceee 40 
y Ls | 761g 
METALS oon coosee = 5355 
per, Connecticut ............ 12:50 
Cc. ° eee 


(c) Higher Pool prices in some zones. 


(e) Including import duty and delivery charges. 
errr SSS 


AMERICAN WHOLESALE PRICES 


Jan. 10, 
1940 


Cents 

102 
871g 
581g 
4014 
7212 
5212 


12-40 


Jan. 3, 

1940 

METALS Ib.)}—cont. Cents 

Tin, N.Y., Straits, spot ...... 48-00 

Lead, N. eget Ve emcenanneume ow. 5:50 

Spelter, East Louis, spot .. 5-75 
MISUELLAN LOUS (per Ib.)}— 

Cocoa, N.Y., Accra, Jan. ...... 5:51 

Coffee, N. Yes = 
_ enaiianineie nihets 51 
On, 4 eocessecenesece Tle 


Conan +, Am. mid., spot 11:43 


(d) Quotations for standard copper no longer available. 
({) Maximum price. 


New 


Jan. 3, Jan. 10, 
MISCELLANEOUS (per Ib.) 1940 1940 
—cont. Cents Cents 
Cotton, Am. Mid., Jan. ...... 11-22 11-21 
Lard Chicago, Jan. cadeakaunens 6:0212 5-82lo 
Petroleum, Mid.-cont. crude 
33 deg. to 33-90, at well, per 
I 6 cc aesadestaidtcdecsceee 102 102 
Rubber, N.Y., smkd. sheet 19116 1912 
do. Feb.-. 19 1919 
my “N. Y., Cuban Gent, he 
96 deg., spot enecescnnssesseece 2-82 2:80 





THE ECONOMIST 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt 
Liability of Members is limited 


Head Office - - - CAIRO 


FULLY PAID CAPITAL -— = - £3,000,000 
RESERVE FUND - -— - £3,000,000 


London Agency : 
6 & 7 King William Street, E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 


THE 


SUMITOMO BANK, 
(Incorporated in Japan) 
Head Office: OSAKA, JAPAN 
a Pdewtnd = ose = S $0,000,000,00 
. eee eee en ’ 
Reserve Fund Y i one eo. Yen ve en 
HOME OFFICES :—Amagasaki, Fukuoka (2), Hiroshima (3), Kobe Kokura, 
Kumamoto, Kure, Kurume (2), Kyoto (3), Moji Nagoya (2), Niihama, © 
Cucuicht, ‘Osaka (30), Shimorosesi, Tokyo (20), akamatsu, ee Vena 
FOREIGN OFFICES :—Dairen, Shanghai, London, New York, San Francisco, 
Los Angeles, Seattle, Sacramento and Honolulu. 
OFFICES IN PACIFIC LINERS :—M.S. “ Asama Maru,” M.S. “ Kamakura 
Maru” and M.S. “ Tatuta Maru.” 
Correspondents in all important places at Home and Abroad 


London Office: G7 BISHOPSGATE, E.C.2 
Telephone: London Wall 4955 (2 lines). 


M. MAYBE, Manager. 


LIMITED 


IMPERIAL JAPANESE GOVERNMENT 
SIX PER CENT. STERLING LOAN OF 1924 


The Imperial Japanese Government announce that the operation of 
the Sinking Fund for the period 1oth July, 1939, to 10th January, 1940, 
has been carried out by way of purchases on the Market, and that 
BONDS value £276,920 (nominal) have been so purchased and are now 
CANCELLED. 


roth January, 1940. 


HONGKONG AND SHANGHAI BANKING 
CORPORATION 


NOTICE IS HEREBY GIVEN that the Share Transfer Books of 
this Corporation will be closed from the 15th February to the 
28th February, 1940, both days inclusive, for the purpose of preparing 
for payment of final dividend for 1939. 


TERMS OF 
SUBSCRIPTION 


THE ECONOMIST 


INLAND OVERSEAS 

£s. d. £s. d. 
12 Months - - 218 0 310 
6 Months - - 190 110 6 


Cheques to be made payable to The Economist Newspaper Ltd. 


Copies of THE ECONOMIST may be 
obtained in 


THE CITY: 20 Bisho te, and all principal newsagents 
and ——_ ” 
PARIS : Messageries Hachette, 111 Rue Reaumur. 
W. H. Smith & Son, 248 Rue de Rivoli. 
W. Dawson & Sons, 13 Rue Albouy. 
Galignani Library, 224 Rue de Rivoli. 
BRUSSELS : W. H. Smith & Son, 71-75 Boul. Adolphe Max. 
AMSTERDAM : M. V. Gelderen and Zoon, Damrak 35. 
GENEVA : Agence Naville, 5 & 7 Rue Levrier. 
BUDAPEST : Grill’s Bookshop, Dorottya utca 2. 
CAIRO : Mr E. J. Lovegrove, 14 Chareh Maghrabi. 
NEW YORK : The International News Co., 13! Varick St. 
American News Co., 131 Varick St. and Branches. 
CANADA : Wm. Dawson, Ltd., 70 King St. East, Toronto. 


PUBLISHING OFFICE: 


January 13, 1940 


For many years we have been supplying special 
binders to hold three months’ issues of The Economist. 


These Binders have no wires, clips or metal con- 
trivances and each Issue can be bound up in an 
instant in such a way that it can be read as easily 
as a well-bound book. 


In response to numerous requests we are now also 
supplying a Reading Case, made on similar lines, to 
hold two Issues. 


Both are bound in full cloth (blue) and lettered in gilt. 


The price of the Binder is 5s. 6d. post free (Overseas 
6s. 6d.) and of the Reading Case 4s. post free 
(Overseas 4s. 6d.). 
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